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Good Last Year ...B 


PONTIA¢ 


Owners of the 1947 Pontiae will find it difficult to 
believe that the 1948 Pontiac is a much finer car. 
But it is! Everything for which Pontiac has so long 


been famous is now more pronounced than ever. 


The 1948 Pontiac is far more beautiful, from 
radiator to rear bumper. It is more luxurious—with 
rich new interiors. And it now offers, as optional * 
equipment on all models, the famous General Motors 
Hydra-Matic Drive—that engineering masterpiece 


MOTOR DIVISION of 


GENERAL 





etter Today! 


which shifts gears automatically, and completely 


eliminates the clutch pedal. You just relax and drive! 


When we say that Pontiac is more beautiful— more 
inviting to ride in—and easier and safer to drive—we 
think we have given you some of the most important 
automotive news of the year. For it means that some- 
thing already wonderful has been improved upon! 


Sedan and 


Models Illustrated:—Deluxe Streamliners—4-Door ; 
snd white 


Sedan Coupe. *General Motors Hydra-Matic Drive 


sidewall tires optional on all models at addition‘ cost. 
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EVERYBODY 
GETS PICKED ON 
BUT POETS! 








Wares a poet, returning from a walk 
on a fine spring day, says: “I saw a crowd, 
a host of golden daffodils’— does anybody 


call him down? 

Does anybody say: “Look here, chum. A 
crowd could be only three, and a host might 
be three million. Just how many daffodils 
do you mean?” 

No. Writers of verse have been getting 
away with that sort of thing for centuries. 
They're never asked to be specific, or expected 
to be accurate. All on account they've got a 
“poet's license.” 


Who else gets a license like that? Not a 
plain, ordinary business man! Poor guy, he’s 
got to be accurate, got to stick to facts 
and figures. So instead of smelling flowers, 
he furnishes the office with Comptometer 
adding-calculating machines. 

Of course, it’s some comfort that Compt- 
ometers turn out so much figure work for 
so little money. In fact, it's more truth 
than poetry when business men say: “Compt- 
ometers pay their way at our place every day!” 


COMPTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufactur- 
ing Co., Chicago, and sold exclusively by its 
Comptometer Division, 1726 North Paulina 
Street, Chicago 22, Illinois. 
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TREND AWAY FROM WAR... 
Peace is likely to break out, if tee world 
isn’t careful. Drift toward settlement of 
U. S.-Soviet differences now is notice- 
able. There still are hurdles. Russians 
won't become any easier to deal with on 
a diplomatic basis. But the ice in the 
“cold war” shows signs of breaking up. 


WHY WORKERS STRIKE..... 
Urge to strike seems to be waning. It’s 
been some time since a union has won 
an important strike. But workers still 
take a chance on winning. This article 
shows the forces in unions, in the living- 
cost situation and in company profits 
that are back of the Chrysler and meat- 
packing strikes. 


EUROPE'S PEACETIME DRAFT........ P. 16 
Most young men in Europe face the 
prospect of being drafted. U.S. youths 
may be in the same boat soon. Compared 
are the draft plans of the major nations. 


BUSINESSMEN LOOK AHEAD........P. 19 
Business, just turning down, has received 
another upward push. Result: Some busi- 
ness is good, some not so good. This is a 
report on Midwest businessmen’s views 
of the new prosperity. 


PARADOX IN PROFITS..................P. 21 
When profits are rising, workers want 
better wages and stockholders want big- 
ger dividends. But today, companies 
need more money to replace inventory, 
to expand their plants. Here’s why high 
profits, in many cases, aren’t high profits. 


COOLING OF SOUTH’S REVOLT....P. 24 
Solid South, which seemed to be solidly 
against election of President Truman, is 
splitting apart. Disagreement means: 
Dixie will have less bargaining power in 
the presidential election. But Mr. Tru- 
man still has a Southern problem on 


his hands. 


News within the News 





LIMITS TO SUPPLIES BY AIR............P. 26 
Experts are taking another look at the 
Air Force. Once considered the most 
mobile of all equipment, airplanes now 
are shown to be tied to bases and sup- 
plies. Here’s a practical problem: Ships 
vs. planes in moving 100,000 tons of ma- 
terial from U. S. to Australia. 


AID TO CHINA WASTED?..............P. 28 
More U. S. aid to China, now on its way, 
won't stem the Communist drive from 
the North. That’s the opinion of observ- 
ers in the Orient. Right now, they think, 
Chiang Kai-shek would profit most by 
more competent organization, less graft, 
less inflation. 


DOOR TO WORLD PEACE..............P. 66 
On May 4, Ambassador Smith made 
a few remarks in Moscow. Secretary 
Marshall has had to say a few more 
words. So has President Truman, It all 
adds up to an exposition of U.S. policy 
toward Russia and (if you read carefully) 
a forecast on things to come. 
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1. Every so often Someone comes up with 
the old cry that the oil companies are ‘‘ex- 
ploiting’’ America’s natural resources. 
Invariably they point out that since those 
resources belong to the American people, 
the oil industry should be owned by the 
people—that is, government-owned and 
operated. 





4. Last year, for example, Union Oil Com- 
pany produced, refined and distributed 
2 billion, 12 million gallons of petroleum 
products for the American people. The 
total profit received by the company for 
performing this job amounted to just 
9/l0e per gallon. Of this 9/10¢ only 3/10¢ 
Was paid out in dividends to the stock- 
holders; 6/10¢ was plowed back into the 
business. 








2. If the oil companies were actually 
taking the oil resources of this country 
and making off with them, this argument 
might have some merit. But it so happens 
that 92% of the oil produced in this coun- 
try is consumed by the American people. 
Even the 8% that is exported is almost 
exactly balanced by imports. 





5. In other words, one group of Ameri- 
cans—our customers— paid another group 
of Americans—our employees and stock- 
holders—for furnishing them with petro- 
leum products; just as Union Oil people 
pay farmers for furnishing them with 
food. When all the out-of-pocket costs 
of doing the job were met, and the em- 
ployees’ wages were paid, the stockhold- 
ers got 3/10¢ per gallon for financing the 
operation. 








3. So the oil that belongs to the American 
people actually goes to the American peo- 
ple. The only difference is that the Ameri- 
can people pay private oil companies for 
getting the oil out of the ground—and 
making useful products of it—instead 
of paying their government for doing 
the job. 





on arose 
| VOTE FOR GOVERNMENT OWNERSHIP | 


AND SAVE 3{o¢ PER GALLON 
- 


Sigg 





6. So theoretically, even if Union Oil 
were government-owned — and operated 
as efficiently as private citizens operate 
it under a competitive system—the max- 
imum ‘‘exploitation”’ that could be elimi- 
nated would be 3/10¢ per gallon. In actual 
practice, however, we all know this theo- 
retical saving would be offset many times 
over by the inefficiencies of government 
operation. So the argument makes about 
as much sense as saying that the govern- 
ment should own and operate all farms. 








UNION OIL COMPANY 


OF CALIFORNIA 


INCORPORATED IN CALIFORNIA, OCTOBER 17, 1890 


This series, sponsored by the people of Union Oil Company, is 
dedicated to a discussion of how and why American business 
functions. We hope you'll feel free to send in any suggestions 
or criticisms you have to offer. Write: The President, Union Oil 
Company, Union Oil Building, Los Angeles 14, California. 











When you buy a GMC for heavy hauling you get a 
truck that’s heavy duty and all truck. GMC heavy 
duties have big, brawny frames . . . with wide, thick- 
leaved springs to match. They have heavy, husky axles 
and transmissions that combine to provide as many 
as 15 forward speeds . . . brakes up to 21 inches 
diameter . . . heavy disc clutches. Engines are powerful 
valve-in-heads . . . with extra heavy Tocco-hardened 
crankshafts and many other durability features. Yes, 
GMC heavy duties have “what it takes” . . . and many 
models are now available for quick delivery. 


THE TRUCK OF VALUE 
GASOLINE ¢ DIESEL 










The massive frame, heavy springs and 


rugged radius rod drive of this dump model ° 


typify GMC heavy duty truck design. GMC 
heavy duties are built in gross weight 
ratings of 19,000 to 90,000 pounds, for 
every hauling job. See your GMC dealer. 


GMC TRUCK & COACH DIVISION « GENERAL MOTORS CORPORATION «+ PONTIAC, MICH 
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At least this much can be said of U.S.-Russian peace maneuvers: 

War is a fading prospect. You can write that down as quite definite. 

War_scares will be more difficult to generate in the future. It is to be 
more difficult to stir war excitement when the hope of peace is raised. 

Warlike moves, if made by either side, will be discounted in advance. 

Peace, instead, will get a chance gradually to show its hand. Moves that 
can lead to peace will be faltering and slow, but they will develop either this 
year or next. The U.S., after trying the door to peace and finding that it 
opens, can't very well close and bolt that door. Political kickback would be too 
much, too strong, now that voters know there is a chance to avoid war. 





As matters stand.....U.S. has won, Russia lost, the "cold war". 

Communism, at least temporarily, is stopped in Western Europe. 

Recovery, underwritten by U.S., is getting under way in the non-Russian 
part of Europe; is probably to gain momentum as this year wears on. 

Military alliance of Western Europe for defense against new moves by the 
Russians is shaping and is to have at least tacit backing of U.S. 

Russia, in other words, is stopped for the time being in her western push. 
She has lost her effort to take over in all of Europe. She's been putting out 
peace feelers for several months, even while going on with the "cold war." When 
the U.S. expressed a "readiness and eagerness" to talk peace, Russia jumped at 
the chance. The dash of cold water that followed from top U.S. officials won't 
end the matter, won't mean that there is no chance to ease the tensions. 











There is this other point worth keeping in mind: 

Soldiers in civilian clothes are running the "cold war" for U.S.; are the 
ones who have demonstrated to Russia that U.S. is in Europe to stay. 

Diplomats in striped pants are likely before too long to take over from the 
soldiers; are to be called upon to carry forward the difficult, backstage negoti- 
ations that must precede any move toward formal peace settlements. 

U.S. possesses many skilled diplomats, experienced in their profession. 

It's just that they've been shoved aside temporarily. There is the beginning of 
a gradual shift back. It's a shift that Russia already is starting by recall of 
Andrei Gromyko as top representative in U.S. Mr. Gromyko carried out the rough- 
house tactics for Russia. Now there's to be a replacement, a new line. 

But: The whole turn now starting is to occur slowly, to be made with great 
caution. Peace isn't to come to full bloom overnight. It's just that there 
gradually will be a new try to find a basis for possible future peace. 


| Rearmament is to go ahead in U.S. even with a cooling of war fever. 
a Draft, however, is likely to be hedged about even more, to be limited in 
| its scope. Some kind of limited draft remains a 50-50 prospect or better. 
Arms for Europe, revived Lend-Lease, is possible for next year, not this. 
Air Force will get the big break in appropriations, in actual dollars to be 
put up by Congress for expansion. Army and Navy will fare less well. 
Dollar aid for Europe--Marshall Plan-- is to go ahead on schedule, but it is 
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NEWSGRAM-~TOMORROW-- (Continued) 


noticeable that Congress wants a tight rein kept on aid, wants to make sure that 
dollars aren't used in ways that will generate later political issues. 

Things are calming down, tending to stabilize a bit. 

The outlook, over all, seems quite favorable for months just ahead. 

Inflation is less active. Business is booming but prices are not rising 
the way they were. Prosperity is less hectic, somewhat more stable. 

Arms Spending, aid to Europe, tax reduction, are likely to underwrite a high 
level of business through remaining months of 1948 and maybe into 1949. Possi- 
bility of peace talks won't alter that situation very much. 

Strikes, although spreading a bit, aren't as bad as in the past. If a coal 
strike can be avoided, this will be a rather calm strike year, all told. 

A coal strike, if it does come, will be inflationary in effect. 

There's a better feeling about things than at almost any time since the war 
ended. Of course, there is one school of thought that holds to the view that 
people have to be optimistic, calm and comfortable before a bust can take the 
place of a boom. They've argued all along that people weren't optimistic enough 
for a crack-up in the boom. That might be true, but so long as arms spending 
and aid to Europe hold up, business is likely to be quite active. 








Mr. Truman, if smart, might capitalize on peace and prosperity in his ef- 
fort to hold office. Those have been vote-getting issues in the past. 

A Truman effort to win on issues of war, of crisis, might not work. At this 
stage, the voting public shows signs of being fed up with crises. 

A Truman-Vandenberg race still appears as a reasonable prospect. 

Vandenberg chance is that of the No. 1 compromise if Governor Dewey, Sena- 
tor Taft and Mr. Stassen deadlock, which they readily may do. 

Senator Taft, however, can't be counted out yet. Nor can Governor Dewey. 
Mr. Stassen is less of a prospect because of opposition within party leadership. 

California's Governor Warren is in background if Senator Vandenberg misses. 
So is Speaker Martin. Senator Vandenberg gets first try, however. 

Lines are beginning to harden as the Republican Convention nears. The 
stakes of that Convention will be high, will probably be no less than a ticket 
to the White House itself. The trick is to get 548 convention votes. At the 
start, chance. are that no candidate will have many more than 300. 




















The next President, whoever he is, will have his troubles. 

Prosperity, now high, will slow at some time in the next President's tern, 
will confront him with problems that go along with deflation. There is to be a 
farm problem at some time, a problem of unemployment, too. 

Aid to Europe, now popular, will develop its problems. 

Peace negotiations are to pose all kinds of difficulties, are to involve 
decisions affecting the over-all attitude toward Europe and Russia. It still 
remains to be decided how far U.S. will go in guaranteeing Europe's status quo. 

Budget problems will come back, too. It's going to be difficult to try to 
keep a $40,000,000,000-a-year budget balanced. 

The job for which candidates are battling isn't a job that is going to be 
easy. Chances are that whoever gets the job will find it quite thankless, and 
will find himself unpopular before his term is ended. 

The next President, quite probably, is to be a one-term President, is to 
find that the going in a period of transition can be quite rough. 

















To help the busy reader follow important trends, we have extended 
the Newsgram through the magazine by means of brief paragraphs in larger 
type at the head of each article. Thus we are able to give in Newsgram 
form additional coverage of essential news. -- The Editors 
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LypusTRIAL PLANTS just grow and grow and 
grow in the fast-growing Southland! 

Here a new factory “shoots up” almost 
every day...320 located along the 8,000-mile 
Southern Railway System last year. And like 
the thousands of established industries, 
young and old, they’re finding the sky’s not 
even the limit to their expansion and 
prosperity. 

That’s because the up-and-coming South 





Jack’s Beanstalk 


has all the elbow room any industrial giant 
would ever want... has enough economic 
and natural nourishment for thousands of 
additional new factories. 

So bring your industry to this amazing 
opportunity-land and watch it grow like 
Jack’s beanstalk. 

“Look Ahead— Look South!” 


s 7 ELM . 
_— 


President 


SOUTHERN RAILWAY SYSTEM 


The Southern Serves the South 
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NOW FIGURES “FLY” 


You can say good-by to one of the biggest 
headaches in your office — manual tran- 
scription. 

Once you have recorded facts or figures, 
they need never again be manually tran- 
scribed. Instead, information “flies” where 
you want it—from separate reports to a 


composite report... from the original to . | 


the desired number of extra copies. 


How? You simply type, draw or write in 
usual manner on ordinary translucent pa- 
per—instead of the opaque kind. This gives 
you a “master’—ready for immediate 
Ozalid reproduction. 





Sales reports, accounting ledgers, inter- 
office memos, etc.—reproduced in whole or 
in part...in 25 seconds ...whenever need- 
ed. No manual transcription, no proofread- 
ing, no mistakes. And cost is lower than 
you’d ever expect—only 112 cents for an 
814 x 11-inch Ozalid copy; 3 cents for one 
17 x 12 inches, etc. 
Mail coupon today for full story. 


OZALID 


A Division of General Aniline & Film Corp. 
Johnson City, New York 


Gentlemen: Please send free copy of “The 
Simplest Business System”’. . . listing job-by- 
job savings. 


Eee ------} 
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Ozalid in Canada 
Hughes Owens Co., Ltd., Montreal 











The U. S. and the world, The Senate 
Foreign Relations Committee discuss- 
ing in confidential session the ex- 
change of messages with Russia 
Criticism growing in the Committee and 
elsewhere . . . Secretary Marshall seated 
on the edge of a table, at the State De- 
partment placidly telling newspapermen 
there was no intention of proposing a 
general conference with Russia on Rus- 
sian-American difficulties, that that had 
been tried before with bitter results . . . 
Lord Inverchapel and Henri Bonnet, the 
British and French ambassadors hurrying 
to the State Department to obtain re- 
assurances from Mr. Marshall that their 
countries were not being frozen out of 
discussions with Russia. 

Chairman Vandenberg of the Senate 
Foreign Relations Committee carefully 
working out with the State Department 
a resolution to make the United Nations 
stronger, introducing the resolution, 
shelving it for later discussion. 

Paul G. Hoffman, administrator of the 
European assistance program, asking 
Congress to go ahead with appropriations 
for his project and reporting a “great 
sense of urgency.” ... W. Averell Harri- 
man, European aid’s roving Ambassador 
abroad, asserting an expectation that the 
program will have Western Europe on its 
feet by the end of four years . . . House 
Speaker Joseph W. Martin, Jr., advising 
small businessmen to inform the con- 
gressional “watchdog committee” if they 
have any complaints about the European 
program. 


President's birthday. Mr. Truman at 
64 with a big birthday cake and 64 red 
roses .. . The President sending Mother’s 
Day flowers to his church but unable to 
attend the services because of the rail- 
road-strike conferences . . . Mr. Truman, 
down to 174 pounds after dieting, stroll- 
ing two miles in the vicinity of the White 
House each day the weather is good, ac- 
companied only by Secret Service men 
. . . A fire-protection expert inspecting 
the White House, saying it is not quite 
the firetrap it’s been made out to be 
but will take a lot of fireproofing to 
make it safe. 


Congress. Mild confusion spreading at 
the Capitol Congressmen _push- 
ing dozens of favorite bills . . . Some 
major legislations threatened . . . The 
usual series of session-end filibusters 
in prospect . . . Segregation, civil-rights 
amendments tying up the draft and sev- 
eral other pieces of legislation . . . The 
big, 70-group Air Force bill, passed and 
sent on to President Truman . . . Senator 
Capper, farm-group stalwart, conceding 
defeat in his battle to prevent repeal of 


The March of the News___ 


t 


taxes on oleomargarine . . . Tax expen 
preparing a general tax-revision bill. by i 
without much hope of getting it throug 
this session . . . Senator Glen H. Tay) 
(Dem.), of Idaho, Henry Wallace’s thin 
party running mate, attacked in the Sq 
ate by Senator William F. Knowly 
(Rep.), of California, as one who giv 
aid to the Kremlin . . . Administratigy, 


a 


ne 








—Harris & Ewing 


LORD INVERCHAPEL 


new farm bill coming up to add to th 
session-end labors . . . The House Repub: 
lican Steering Committee deciding to x. 
new the Reciprocal Trade Agreement 
Act for only one year, instead of two, a 
with important modifications. 


Strikes. Midnight conferences failing 
work out a settlement of the threatene 
railroad strike . . . Government seizur 
and a court injunction stopping the wal. 


out... The trains rolling on, under Am) 
supervision, but the dispute still uns: 
tled . . . Army Secretary Royall disclain. 


ing any power to talk wages with th 
union leaders . . . The union men pr 
vided with Army limousine and chauffew 
to take them to meetings with M 
Royall. 

More strikes in prospect or actually o 
in automobiles, meat packing, telephone 

. . John L. Lewis serving notice hi 
contract with the hard-coal operates 
will expire on July 10, and a strike e 
pected in the mines again. 


Politics. The Southern drive again 
electing President Truman apparent) 
losing some of its zip Harold £ 
Stassen picking up a few more Conver 
tion delegates in West Virginia . . . Hen 
Wallace putting on his big show in De 
troit, one of the big centers of liberal se 
timent . . . Senator Taft looking for ballo' 
in Connecticut conferences with pat! 
leaders . . . Governor Dwight H. Green! 
Illinois seeking advice in Washingt 
about what he should say in the keynet 
speech he is to make at the Republics 
National Convention. 
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_ Read this 10 Foint Comparison 


(Dodge Model e 152; 14,500 pounds Gross Vehicle npar 
ble Competitive Models.) 






























DODGE 
"Job-Rated” 
TRUCK 


152 in. 









FEATURES AND ADVANTAGES — = — = 















161 in. * 158 in. 159 in. 161 in. 





Wheelbase 





84 in. 84 in. 






84.06 in. 





84 in. 





84 in. 





Cab-to-Axle—to take 12-foot body 


























Wide-Tread Front Axles (shorter 
turning—more stability) 






62 in. 56 in. 60.03 in. 58% in. 56 in. 





No No 










No 





Modern “Cross-Type”’ Steering Yes No 

















66% ft. 
66 ft. 






54% ft. 
54% ft. 


60 ft. 
54% ft. 






61 ft. 
61% ft. 


50% ft. 
50% ft. 


Turning Diameter * —Left 
—Right 









93 100 







93 100 





109 





Maximum Horsepower 

















Total Spring Length (Front and Rear 
“Cushioned Ride’’) 














194 in. 171% in. 162 in. 176 in. 182 in. 


































Cab Seat Width (Measure of Roominess) t 57% in. 52% in. 51% in. 47% in. 52% in. 















Windshield Glass Area a 901 sq. in. 713 sq. in. 638 sq. in. 545 sq. in. 713 sq. in. 



















No 





Yes No No No 






Vent Wings plus Rear Quarter Windows 











* 





To outside of tire (curb clearance.) Computed from data based on tests or computations obtained from usually reliable source + All four 
Springs. BY Measured from production models. 4 Computed from width and depth measurements; no allowance for contours. 









1—PLENTY OF HEADROOM. 

2—STEERING WHEEL . . . right in the driver’s lap. 

3—-NATURAL BACK SUPPORT .. . adjustable for 
maximum comfort. 

4—PROPER LEG SUPPORT .. . under the knees 
where you need it. 

5—CHAIR-HEIGHT SEATS... just like you have 
at home. 

6—7-INCH SEAT ADJUSTMENT .. . with safe, 
convenient hand control. 

7—“AIR-O-RIDE” CUSHIONS .. . adjustable to 
weight of driver and road conditions. 


Better Weight Distribution 
Easier Handling 
Shorter Turning Diameters 





CONVENTIONAL 








' b+ 12 Fy 4 —______-» 








| ———— 1582 IN. WHEELBASE ——_">| 


Front axles have been moved back, 
engines forward, placing more load 
on the front axle. While cab-to-axle 
dimensions are the same, wheelbases 
are shorter, giving better weight dis- 
tribution, and increased payload. 

This new weight distribution, com- 


bined with longer springs, produces 
a marvelous new ‘“cushioned-ride.” 
You get still more comfort from new 
‘‘Air-O-Ride”’ seats, with their easily 
controllable ‘‘cushion of air.”’ 

CONVENTIONAL LEFT TURN =< 








Pas 


gee 


DODGE Sob Kaled’ TRUCK =) 
LEFT OR RIGHT TURN o> 





é CONVENTIONAL RIGHT TURN 


You can turn in much smaller 
circles, both right and left —you can 
back up to loading platforms or 
maneuver in crowded areas with 
greater ease—because of new type 
“‘cross-steering,’’ shorter wheelbases, 
and wide tread front axles. In all, 
248 different ‘‘Job-Rated’’ chassis 
and body models. Up to 23,000 Ibs. 
G.V.W. Up to 40,000 lbs. G.T.W. 


































“Handled With Care...” 


Watch a Fairbanks-Morse Diesel locomotive ease up to a 
car of “breakables”— eggs, for instance . . . watch it make 
the coupling without a jar. This is work that requires 
maximum tractive effort at minimum speeds . . . and motive 
power superintendents credit the exclusive Fairbanks- 
Morse “soft start” feature for making such performance 
possible. Fairbanks, Morse & Co., Chicago 5, Illinois. 
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DIESEL LOCOMOTIVES + DIESEL ENGINES + STOKERS + SCALES + MOTORS + GENERATORS + PUMPS + RAILROAD MOTOR CARS and STANDPIPES » FARM EQUIPMENT + MAGNETOS 
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THE TREND AWAY 


FROM WAR: 


U.S.~RUSSIAN PEACE FEELERS 


Reported from WASHINGTON, LONDON and PARIS 


Peace, not war, is the trend 
now. That is the inside story, now 
coming out, of talks between 
U. S. and Russia. 

“Cold war,’’ which Russia lost, 
is edging over to “cold peace.” 

No big deal is likely yet. Both 
sides are wary, moving slowly. 
But peace feelers put out months 
ago by Stalin are to be picked up, 
given a test by U. S. 


In a fast-developing situation, af- 
fecting the trend toward war or peace, 
these points are being emphasized: 

“Cold war’ appears to have been 
lost by Russia. Communists have lost bids 
for power in France and Italy. Billions 
of dollars in U.S. aid are going to West- 
em Europe. A military alliance is form- 
ing in Western Europe, backed by U. S. 

Peace feelers in the “cold war” first 
were put out by Russia in January, The 
U.S. preferred to ignore those feelers. 
“Cold war” speeded up temporarily after 
that, with Russia suffering major reverses. 

Talks as a basis for reviving a search 
for peace definitely were sought by the 
U.S. on May 4 in the note setting forth 
this country’s attitude toward Russia. 
Russia, while outlining its attitude toward 
the U.S., at the same time accepted the 
proposal for talks that might open the 
way to more formal peace iegotiations 

Rejection by the U. S. of Russia’s lat- 
est offer to talk peace is a limited rejec- 
tion. The U.S. is rejecting a deal with 
Russia for dividing up the world, but is 
not closing the door to preliminary talks 
aimed at peace, Next moves, when made, 
will follow lines of diplomatic conversa- 
tions as a start toward peace settlement. 

War, shooting war, is a receding, not 
an approaching, prospect. War will be 
difficult to promote when both sides are 
making peace gestures. U. S. officials are 
annoyed at Russia for making public the 
U.S. peace feelers, but the trend toward 
peace is set, in the opinion of competent 
appraisers, 
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Drift toward peace and away from war 
covers the last five months. It is a story 
that gradually is emerging in spite of 
official efforts to keep it under cover. 
Movement toward peace involves ges- 
tures and notes containing statements 
and paragraphs that have a far different 
meaning from those stressed officially 
when the notes are made public. 

The story of the drift toward peace 
goes back to the start of this year. 

In January, a Russian marshal with 
the rank of Ambassador in Berlin sought 
a conference with Robert Murphy, politi- 
cal adviser to the U.S. Military Govern- 
ment in Germany. The Russian visited 
Mr. Murphy in his home, arriving not 
long after 8 o'clock in the evening. The 
two men talked until 2 o'clock the fol- 
lowing morning, going over in detail all 
the issues that divided the U.S. and 
Russia. The Russian representative, in 


the course of the talks, proposed a meet- 
ing between President Truman and Pre- 
mier Joseph Stalin to seek a basis for 
negotiating a settlement of differences. 
Mr. Murphy carried the Russian proposal 
to Washington. 

The Russian advance was rebuffed by 
top U.S. officials. Russian moves in 
Czechoslovakia and Finland followed. 
This story was told exclusively in U. S. 
News & World Report in its issue of 
March 5. It is a story that was known in 
intimate detail by some members of Con- 
gress at a time when its authenticity was 
being denied by the White House and 
the State Department. 

In between the rebuff to the first Rus- 
sian advance and the peace move by the 
U. S., the “cold war” gathered momentum. 

Russia tried to bluff U.S. forces out 
of Berlin by squeezing U.S. supply 
lines leading through the Soviet zone 

of occupation, but the U. S. stood 











—Talburt in Washington Daily News 


‘BANNER WITH A STRANGE DEVICE’ 





firm. In Italy, Russia’s allies, the 
Communists, lost an election. 
Norway, previously seeking to re- 
main friends with Russia, lined up 
with Western Europe. The U. S. 
started to rearm, European na- 
tions got together to form a de- 
fensive alliance. 

Behind the scenes a gradual 
softening in the Russian attitude 
began to be noticeable. Moscow, 
fearful that Communists would 
lose the support of workers in 
Western Europe, permitted Com- 
munist labor leaders to speak fa- 
vorably of the European Recovery 
Program, backed by U. S. dollars. 
Russian diplomats began to make 
concessions in negotiations over 
the Austrian peace treaty. Russian 
soldiers in Germany began to let 
U.S. supplies move freely into 
Berlin again. 

At this point, a correspondent 
of U.S. News & World Report 
talked to a high Russian diplomat 
about the state of U. S.-Russian 
relations. Told that many Ameri- 
cans feared war was on the way, 
the Russian, who was in a position 
to know the Kremlin’s policy, re- 
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—Press Association 


BORDER PATROL IN GERMANY 
Behind the scenes: a gradual softening in the Russian attitude 


plied: “War? There isn’t going to be any 
war. Russia is strong enough to take over 
Europe, but Russia is not taking over 
Europe. Russia is for peaceful security, 
not war.” 

Now, out of the first Russian approach 
and the setbacks to Russia in the “cold 
war,” a rapid-fire series of developments 
is beginning, These developments are of 
the greatest importance to the future 
course of the world. 

Latest step toward peace started be- 
hind the scenes as a move of old-style, 
closed-door diplomacy, the kind Russians 
usually prefer. On May 4, the U.S. Am- 
bassador in Moscow, Lieut. Gen. Walter 
Bedell Smith, acting on secret instruc- 


tions from Secretary of State George C. 
Marshall, delivered an oral statement on 


behalf of the U.S. Government to For- . 


eign Minister Vyacheslav Molotov. A 
copy of the statement then was sent to 
Mr. Molotov, The U.S, message blamed 
Russian policy for the “cold war,” but 
concluded: 

“We still do not despair by any means 
of a turn of events which will permit us 
to find the road to a decent and reason- 
able relationship between our two coun- 
tries, with a fundamental relaxation of 
those tensions which today exercise so 
unhappy an influence on international 
society everywhere. As far as the United 
States is concerned, the door is always 


—Acme 


TALK AMONG NATIONS 
... the ice is broken, but major settlements will take more time 





—Press Association 


U.S.S.R..S MOLOTOV 


wide open for full discussion and th 
composing of our differences. 

“My Government earnestly hopes that 
the members of the Soviet Government 
will not take lightly the position of th 
U.S. Government as here expressed 
They have it in their power to alleviat 
many of the situations which today weigl 
so heavily on all international life. It is 
our earnest hope that they will take ad- 
vantage of these possibilities. If they d 
they will not find us lacking in readines: | 
and eagerness to make our own contr 
bution to a stabilization of world con- 
ditions entirely compatible with the se 
curity of the Soviet peoples.” 

Major part of the note contained 
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MARSHALL & MOLOTOV 
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caretul analysis of the U. S. position, stat- 
ing that the U.S. had no desire to divert 
a large part of its income to military 
defense, but was moving in this direction 
due to Soviet policy. Mr. Molotov, an 
experienced diplomat, and the rest of 
the Politburo which rules Russia, how- 
ever, were primarily interested in the 
U.S, expression of “readiness and eager- 
ness” to discuss ways and means of reach- 
ing a peace settlement. 

Day after the delivery of the U. S. note 
to Mr. Molotov, Secretary Marshall told 
the House Foreign Affairs Committee that 
it would be a “tragic misfortune” to 
break off opportunities for U. S.-Russian 
contacts by forcing Russia’s withdrawal 
from the United Nations. (Text of this 
statement appeared in U.S. News & 
World Report for May 14.) Secretary 
Marshall’s statements were quoted at 
length in the Russian press. 

Russian reply to the U.S. overture 
came so fast and so publicly that it 
startled U.S. officials. On May 10, Mr. 
Molotov called General Smith to the 
Foreign Ministry and gave him a Russian 
note which said at the start: 

“The Soviet Government has familiar- 
ized itself with the declaration of the Am- 
bassador of the United States of America, 
Mr. Smith, dated May 4, 1948, in con- 
nection with the present state of Soviet- 
American relations. The Soviet Govern- 
ment shares the desire, expressed in this 
statement by the Government of the 
United States of America, to better these 
relations, and is in agreement with the 
proposal to proceed with this aim towards 
a discussion and settlement of the differ- 
ence existing between us.” 

Full texts of the U.S. statement and 
the Russian reply are to be found on 
page 66. 

Next move, in the U.S. view, is up 
to Russia. Exchange of notes helped to 
clear the air, reviving the peace sound- 
ings begun last January. Path now open- 
ing up for the U.S. and for Russia will 
follow this route: 

Direct conversations will continue, 
though mainly through formal notes. The 
U.S., surprised once by publication, is 
to be wary. But the contact, now re- 
established, is not to be broken. 

Minor settlements are likely to 
emerge first, if the Russians prove to be 
truly conciliatory. 

Lend-Lease settlement terms still are 
under discussion in Washington. Compro- 
mise on the value of what remains of the 
$10,800,000,000 of wartime aid to Russia 
will involve millions, not billions. 

Other matters which would serve to 
break the ice over U. S.-Russian relations 
can be discussed without involving third 
powers. The U.S. wants to examine the 
cases of 1,700 persons in Russia who say 
they are U. S. citizens and want to leave 
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the country. U.S. cultural missions, most 
of them private, want to get into Russia. 
The Russians, in turn, may want to ease 
travel restrictions, attracting U. S. tourist 
dollars to Russia. Talk of a $1,000,000,- 
000 U.S. loan to Russia is likely to be 
revived if U. S.-Russian tension eases. 

Major settlements will take more 
time and more caution. The U. S. will not 
make secret deals involving other powers. 
But the U.S. can explore with Russia 
problems like the Austrian treaty, with- 
drawal of troops from Korea and the Rus- 
sian attitude toward the European Re- 
covery Program, to see if there would be 
more chance now f6r progress in meetings 
with the other powers involved. 

Biggest problems, like a settlement for 
Germany and the status of the Ruhr, or 
those which involve control of atomic 
energy, are to come last. Aim now is to 
clear the way through difficulties involv- 
ing the method of conducting talks and 
the publicity involved. 

U.S. officials, for example, were 
startled by the publicity that Russia gave 
to an exchange which the U.S. had ex- 
pected would be kept secret. When Rus- 
sia published the U. S. and Russian notes, 
the British and French ambassadors in 
Washington went scurrying to see Secre- 
tary Marshall. They were told that the 
U.S. contemplated no secret deal with 
Russia involving other countries. Presi- 
dent Truman announced that U. S. policy 
toward Russia had not changed. Russian 
diplomats began to ask if this meant that 
the U. S. was refusing to talk. But Secre- 
tary Marshall said the next day that the 
U.S. would go ahead negotiating with 
Russia on U. S.-Russian matters if action 
for peace appeared likely. 

In Congress, key members of both 
houses slowed down the tempo of their 
work on legislative plans, waiting to see 
what might come out of the U. S.-Russian 
exchange. Talk of military Lend-Lease in 
peacetime to Western Europe died down 
somewhat. 

Outlook, thus, is for cautious prog- 
ress toward talks that could lay the 
groundwork for some _ U.S.-Russian 
settlements in the near future. 

Early peace, a rapid end to the “cold 
war,” is not coming. Russia, though re- 
treating, will retreat slowly, bargaining 
as much as possible. Main issue of a 
divided Germany will not be settled im- 
mediately, perhaps not for years. The 
U. S. is not going to disarm, and will con- 
tinue its efforts to build up Western 
Europe, until settlement is complete. 

Slow progress toward peace, consid- 
ered impossible last year, is developing 
behind the scenes. Peace is trying to 
break out. Russia and U.S. have shown 
a desire for peace. The problem for both 
powers now is how to get peace through 
compromises that are mutually beneficial. 
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GERMANY’‘S STEEL 





—International 


AMERICA’S BOMB 
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WHY WORKERS GO ON STRIKE 


Reported from DETROIT and CHICAGO 


Open season for big strikes is 
here again. This time, strikes are 
not popular with workers. Losses 
too often exceed gains. 

It has been some time since a 
big strike has been won. Walk- 
outs are not as frequent as in 
1946 and 1947. Yet some unions 
continue to strike. 

Chrysler workers are the latest 
to go out. Packinghouse workers 
have been out for two months. 
A case history of these two dis- 
putes shows why workers strike 
when the odds are against them. 

A third round of postwar strikes is 
getting under way. One coal strike has 
come and gone, with another shaping 
up. Meat packing is in the midst of 
what has been a long strike. In auto- 
mobiles, a strike is on against the 
Chrysler Corp. 

Yet the 1948 strike wave is turning 
out to be a ripple compared with the 
waves of 1946 and 1947. Workers are 
showing little enthusiasm for the strikes 
they enter. Unions are failing to win 
most of the strikes they are calling. In 


some cases strikes are being broken. The 
record suggests. in fact, that, for those 
who actually go on strike, losses in in- 
come since the war have been greater 
than gains from strike settlements. 

All of this raises a question of why 
workers strike at this time of high em- 
ployment and of wage levels that give 
wage earners a privileged place among 
income groups. 

In autos, the answer to this question 
was sought in Detroit where Chrysler 
workers were on strike. The company 
had offered a wage increase of 6 cents 
an hour, and the union had lowered its 
original demand of 30 cents to 17 cents. 
When no agreement could be reached, 
a strike was called that can be long and 
hard-fought. In the end, it might be 
settled for an increase of 10 cents an 
hour. In that case, workers would be 


giving. up an income of $11.60 a day, on~ 


the average, for the possibility of win- 
ning 80 cents more, when they could have 
had 48 cents of that amount, through the 
company offer, without a strike. 

What prompted a strike for such a 
small potential gain brings a variety of 
explanations: 

Union leaders, rather than rank-and- 
file workers, spearheaded the strike. Al- 
though a majority of workers voted for a 
strike several weeks ago, they considered 
this vote just a club to hold over the 
company to force a better wage bargain. 





IN DETROIT: CHRYSLER WORKERS ON STRIKE 
... union prestige and a few cents are at stake 
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Most of them thought a strike would no 
be necessary. If they had had « chaace t 
vote again, after a strike date had beg 
set, many would have opposed the strike 

Union prestige is at stake. Leadey 
feel that they must produce gains fy 


their members every year, especially at ; 
time when living costs are high and bys. 
ness is good. Chrysler was first in line jy 
wage negotiations in the auto industy 
this year. If Norman Matthews, head of 
the CIO Auto Workers’ Chrysler depart. 
ment, had settled on company terms, hy 





y= 


—Acme 
NORMAN MATTHEWS 
no settlement on company terms 


and other union leaders would have been 
at a disadvantage if General Motors and 
Ford had settled later on a better basis 

Auto Workers’ union wants to set a 
wage pattern for other CIO unions t 
follow in the third round of wage in- 
creases. This union is out in front in 
attempting to force wage increases in 
view of the refusal of the steel and 
electrical-appliance industries to grant 
raises this year. 

Cost-of-living increase is cited in sup 
port of the strike. Union leaders content 
that prices will continue to rise whether 
wages are increased or not. They agre 
that 1946 and 1947 wage increases were 
offset by higher prices, but insist that 
more than a 6-cent increase is needed to 
enable workers to hold their own. 

Fear of pay cuts later prompts the 
union to try to push wages as high as 
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{ possible. Auto workers, who have seen 
their wages rise from an average of 59 
cents an hour in 1935 to about $1.50 an 
hour, including overtime, are grateful to 
the union and are willing to support it 
even when they would have preferred to 
ttle without a strike. There is fear, too, 
that settlement on company terms would 
have weakened the union in future deal- 
ings with Chrysler. 

Company profits are cited to support 
ynion demands for more than 6 cents, 
despite a decline in earning reports for 
the last quarter. (See page 21.) Chrysler 
officials insist that the company is earn- 
ing less than in 1947, while the union 
claims the company could afford a 30- 
cent increase without raising prices. 

Overtime pay, after the strike is set- 
led, is counted upon by many workers 
at Chrysler to recoup wages lost during 


RALPH HELSTEIN 
.. re-election may depend on victory 


the strike. Steel shortages in the past 
have forced the company to operate less 
than 40 hours a week, on the average. 
Now, however, the belief prevails among 
strikers that the company will be able to 
build up a stockpile of steel during the 
strike that will permit it to operate more 
than 40 hours a week, That would mean 
time-and-a-half pay for hours worked 
above 40, Company officials are less opti- 
mistic that production bottlenecks can 
be eliminated later, although they con- 
cede that they may be able to accumu- 
late some steel during the strike. 

Work for many strikers will be avail- 
able elsewhere in the auto industry, and 
union officials are encouraging Chrysler 
workers to take other jobs and contribute 
part of their earnings to the strike fund. 
A union also is in stronger position to 
support a long strike if strikers can con- 
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tinue to pay dues and contribute to the 
strike fund. 

These are the reasons why a strike at 
Chrysler was possible at this time, even 
though it is not popular with many 
Chrysler workers. 

In meat packing, Chicago is the 
center of a two-month-old strike. In call- 
ing this walkout, a CIO union turned 
down a wage offer that had been ac- 
cepted by AFL packing workers without 
a strike. That offer was for a raise of 9 
cents an hour. The CIO union had asked 
29 cents, but later came down to 19. 

Why the CIO workers were willing to 
strike, when AFL workers were not, 
centers around a number of reasons: 

Pressure from the public was counted 
upon to bring packers to terms. Union of- 
ficials apparently misjudged the industry’s 
capacity to produce meat when so many 
workers were on strike. They expected 
an early shortage to develop that would 
bring a cry for settlement from consum- 
ers. Instead, meat continued plentiful and 
the public was indifferent to the strike. 

Take-home pay is claimed by the 
union to be inadequate to maintain a 
family. The union says that two thirds of 
the workers get $1.10 an hour or less. In 
demanding 29 cents an hour, the union 
leaned heavily on a “city workers’ budg- 
et” issued last December by the Depart- 
ment of Labor. It argued that a 29-cent 
raise would bring the one third of the 
workers earning $1.10 an hour or more 
up to the budget required for a family 
of three. This explains why the union 
asked for more than the cost-of-living 
increase that occurred since the last raise. 

A shorter work week, due to reduc- 
tion in the slaughter of cattle, is cited as 
a reason why higher wages are needed. 


Union rivalry was an important factor 
in the strike. CIO leaders feared their 
union would be weakened if they did 
not get more for their workers than the 
AFL accepted. This rivalry helps pro- 
long the strike, for the CIO cannot settle 
for 9 cents without losing face and boost- 
ing the prestige of the AFL group. 

Communists and _ fellow travelers, 
with considerable influence in the union, 
are giving strong support to the strike. 
It has been charged in Congress that the 
strikers are “being exploited by Com- 
munist conspirators.” 

Union politics, too, play a part. The 
CIO Packinghouse Workers postponed 
their annual convention just before the 
strike was called. President Ralph Hel- 
stein may have competition for re-election 
unless he obtains a good settlement. 

If this strike was popular when it 
started two months ago, it is fast losing 
that popularity. Many workers are 
anxious for the strike to end. This is 
shown by a back-to-work movement that 
‘appears to be breaking the strike in some 
places and has made it possible for some 
struck plants to continue operations. It 
also is shown in the attitude of stock 
handlers in the Chicago yards. These 
men accepted a wage increase of 6 cents 
an hour, without striking, over the op- 
position of national officers of their union, 
the CIO Packinghouse Workers Union. 

In the Chrysler and meat-packing 
strikes, the stakes are high for two dif- 
ferent groups of CIO workers. Both 
unions were willing to risk large pay 
losses for gains that might not develop. 
In both instances, the odds seem to be 
against them, for it has been a long time 
since a union has won an important vic- 
tory by striking. 





IN CHICAGO: ClO PACKINGHOUSE WORKERS PICKET 
. . . union rivalry prolongs a strike fast losing popularity 
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Europe’s Peacetime Draft: 
Comparison With U.S. Plan 


Reported from LONDON, 


Peacetime draft, now being 
debated in the United States, al- 
ready is under way in all major 
countries. Service is from four 
months to three years. 

British youths are called up at 
18, Russians at 19, Frenchmen at 
20. Most countries defer students, 
professional trainees, hardship 
cases. But most men go into re- 
serves until middle age. 


If the U. S. revives the draft, it will 
be joining all the major nations of the 
world in building a peacetime con- 
script army. Investigation shows that 
no major power now depends on vol- 
unteers, except the U. S. Of 54 coun- 
tries with military establishments, 48 
use some form of compulsory service. 

U. S. plans, before Congress, are to 
draft nonveterans 19 to 25 for two years 
of service. Youths of 18 also may be 
called. This issue raises the question of 
how other countries recruit their armies. 

Evropean nations call their youths 
to the colors at ages generally ranging 
from 18 to 21. Length of service varies 
from four months to three years. Only 
countries with no draft at all are Germany 
and Austria, which have no armies, and 
Eire, which still uses volunteers. 

Great Britain calls her young men at 
the age of 18 for 22 months of service. 
Progressive reductions in term of service 
are to be made for men drafted after 
June 1, so that those called up in Decem- 
ber will serve only 18 months. 

After January 1, however, new draftees 
will serve 12 months, followed by six 
years in the reserves. Not only 18-year- 
olds, but nonveterans up to the age of 
26 will be liable for service. Temporary 
deferments may be granted to students, 
apprentices and hardship cases at the dis- 
cretion of draft authorities. 

Deferments also are to be granted to 
doctors and dentists undergoing technical 
training. But they must serve their terms 
before they reach 30. Coal miners are 
exempt from service now. Agricultural 
workers may be let off next year. 

France keeps conscripts in service only 
12 months, but this may soon he raised to 
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BRITISH CONSCRIPTEES 
... only the U. S. depends on volunteers 


15 or 18 months. Youths are called up at 
20, then serve in the reserves until age 48. 

Deferments are granted to students up 
to three years before starting their train- 
ing. Some coal miners also are deferred 
temporarily now. 

Russia drafts her young men into serv- 
ice mostly at the age of 19. Only enough 
youths are called to fill a quota set each 
year. These usually are the men who are 
most fit, physically and mentally. 

Others are put into second-line re- 
serves, subject to call within five years. 
Also in the second-line reserves, but sub- 
ject only to wartime call, are youths with 
slight physical defects and those with two 
disabled parents, or a father over 60 and 
a mother over 55. 

Conscripts serve from two to five years, 
depending on the branch of service. 
Infantrymen serve two years, Navy men 
five. Longer-term recruits usually are 
volunteers. Deferments generally are 
granted only for remediable physical de- 
fects and to permit completion of sec- 
ondary-school education. 

Belgium and Holland call up their 
youths at age 18. Belgian boys serve one 
year. No more than four sons are drafted 
from any one family, and deferments are 
granted liberally for completion of high- 
school, college and religious studies, as 
well as for some workers in vital trades. 
There is no enlisted reserve. 


—— 


Dutch youths ordinarily serve one yey 
too. But because of the fighting in Ing, 
nesia, they now are held in service § 
almost two years. Conscripts get thre 
months’ training at home, then are sey 
to Indonesia. Upon release, they are ¢ 
rolled in the reserves until 45, 

Sweden and Denmark require oy) 
11 months’ service. Danes register at ir 
may volunteer at 18 or 19 and are dratte 
at 20, Only enough youths are called , 
to fill an annual quota. Selection js ‘ 
a basis of physical and mental examiy 
tions. Students are deferred while studi 
ing. Conscientious objectors are give 
civilian tasks. f 

Swedish youths usually are called 
in their 20th year. But training may } 
deferred until the 25th year for educ, 
tional or other good reasons. Those physi 
cally unfit are assigned to noncombatyy; 
duties. Women are employed in trainiy 
camps for service duties. Reserves a: 
subject to call until age 47. 

Norway calls up her youth at 19 {y 
one year’s service. Sailors and fisherme; 
are assigned to the Navy, others to th 
Army or Air Force. Students are de. | 
ferred until they graduate. Reserves ay ‘ 
subject to call until age 49. 

Switzerland trains its youth in a citi. } 
zens militia, instead of in the regul 
Army. Most boys are called up when the 
finish secondary school, usually in thei 
19th year. Cavalrymen serve 130 day 
others 116 days. But an additional 2 
days of training is given all men during 
the next 20 years in three-week refresh 
courses. 

After completing basic training, the x 
cruit takes home his rifle, uniform aw 
other equipment, including his horse « 
motorcycle, if a mounted soldier. Thi 
equipment is looked over at annual i 
spections until age 48, when it become 
the citizen’s personal property. 

Other European countries draft thei 
youths at the age and for the terms «! 
service listed below: 





Servic 

Country Age (month 
Italy 20-21 12 
Turkey 20 36 
Poland 21 18 
Spain 20 94 
Czechoslovakia 20 %4 
Greece 21 4 
Portugal 21 15 
Yugoslavia 21 4 


Outside Europe, all countries exce) 
the United States, the Dominican ki 
public and four British Dominions-Av 
tralia, Canada, India, and New Zealan 
—practice conscription, 

Thus, if the U.S. adopts peacetil 
selective service, it will be following 
custom long practiced in most countne 
with age and service requirements mo 
stringent than under most systems in Ei: 
rope, but more lenient than some. 
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How often she buys— 


not a mere package of this 
or that— but the stuff 
that dreams are made of. 


It’s a picture of ro- 
mance and a dream come true. 
Millions of these pictures — 
and buying expeditions— are 
inspired by the smart, vivid, 
informative editorial and 
advertising pages of McCall’s 
Style and Beauty section. 





McCall’s unique 
make-up—Three-Magazines- 
In-One— gives your advertis- 
ing its ideal opportunity to 
match the moods of women in 
more than 3,800,000 homes, 
and to imprint your brand in 
their buying pictures. 


ADVE: ‘ISING REALLY MOVES INTO ACTION OFF THE PAGES OF McCALL’S! 
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Luck ? What do you mean, luck ? 


Employers Mutual—not luck 
—cheated Old Man River of 
this doomed victim 


Night on a cofferdam construction job 
...a sudden slip ... his foothold lost, 
a worker is plunged into the river’s 
dark waters. 

A rescue tug rushes out, its searchlight 
scans the waters .. . there, 500 yards 
distant, safe and floating, is the worker 
—his life saved—his family kept intact 
because he wore the life vest pre- 
seribed for him and his fellow workers 
by Employers Mutual. 

%* % & 

In countless such cases is tragedy 
averted ... lives saved .. . accidents 
forestalled . . . occupational disease 
reduced, not by luck, but as the direct 


Employers Mutuals Policies Protect Lives, Health and Property 


result of skilled and careful planning 
by Employers Mutuals service groups. 
Everyone benefits—workers and their 
families, as well as employers, whose 
gain is reflected not only in higher 
production but in premium savings. 
Employers Mutuals services to policy- 
holders represent the highest stand- 
ards in the fulfillment of contractual 
obligations. Cooperation of company- 
trained engineers, nurses, hygienists 
and claim adjusters is a powerful force 
in building safer business operations 
and more friendly employee relations. 
And—it opens the door to an entirely 
new conception of the benefits of in- 
surance service. 

Employers Mutuals write: Workmen’s 
Compensation—Publie Liability— 
Automobile—Group Health and Acci- 


dent—Burglary—Plate Glass—Fidelity 
Bonds—and other casualty insurance. 
Fire—Extended Coverage—Inland 
Marine—and allied lines. All policies 
are nonassessable. 

What does your fire insurance cover? 
Would an explosion, for instance, find 
your property unprotected? Send for our 
new booklet on ‘‘Fire Insurance.” It will 
help you to understand what protection 
you now have and to check it against 
your requirements. Do you have our 
‘Dictionary of Insurance Terms?”’ It is 
invaluable in helping to clarify the pro- 
visions of your fire and casualty insur- 
ance policies. Send for these informative 
booklets on your letterhead—or call your 
local Employers Mutuals representative. 
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HOW BUSINESSMEN VIEW FUTURE 


Reported from CHICAGO, DALLAS and NEW ORLEANS 


Mixed business sentiment pre- 
vails in the mid-continent area. 
Asurvey shows a belief among 
businessmen that a downturn of 
recent months has been halted, 
with business activity leveling off 
on a high plateau of prosperity. 
Public is found to be in a buy- 


ing mood, but merchants see a 


shift in buying habits, more 


necessities, fewer luxuries. 


A strangely mixed situation is 
noted in business sentiment over the 
central part of the country. Business 
activity, over all, is setting new 
records. At the same time, some in- 
dustries are complaining about lack of 
orders. There is a mixture of caution 
and buoyancy in the attitude of busi- 
nessmen in this region. 

What seems apparent is that business 
had started to move into a mild period of 
adjustment two or three months. ago. 
There was some canceling of orders, 
some tendency to cut down, to wait 
for prices to adjust downward. Credit 
became more difficult to get. Some 
kinds of goods began to pile up as con- 
sumers took a more conservative attitude 
in buying. 

Then came tax .reduction. The Mar- 
shall Plan with its billions was approved. 
Rearmament plans were announced. A 
shift in sentiment and in business trends 
has followed. Where there was caution in 
business buying, there now is a bit less 


F caution. Some industries were thinking of 


postponing expansion and improvement 
plans. Now they are going ahead. Build- 
ing activity everywhere seems to be in a 
marked seasonal rise. People are tending 
to spend more money. Savings-bond 
drives are not providing very successful 
competition with the urge to spend. 

Businessmen and business appraisers 
report a different feel to the revival of 
the boom this time than to the revival 
that occurred in 1947 under somewhat 
similar circumstances. 

Today, goods are available in most 
lines, Except for automobiles and farm 
machinery, shortages in consumer goods 
have almost disappeared. Merchants re- 
port that shipments expected in 60 days 
now arrive frequently in 30 days. Cus- 
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tomers also are inclined to be more criti- 
cal in their buying. 

It all adds up to a feeling that the 
sellers’ market is ending. The boom now 
appears more like old-fashioned pros- 
perity, when buyers have plenty of money 
but still have to be “sold.” Business con- 
sensus is that conditions will become less 
hectic and level off on a rather high 
plateau. 

Business policies are changing in tune 
with changes in business attitude. 

Inventory buying is adjusting to the 
fact that supplies are easier to get. Mer- 
chants no longer are scrambling to build 
up their stocks. One large Midwest mer- 
chant suddenly found that he had a four 
months’ supply of goods on hand. He 
gave orders to reduce his stocks. A South- 
ern furniture dealer canceled all out- 
standing orders when he found that 
suppliers could deliver goods as fast as 
he could sell them. Some important chain 
stores are buying only 6 months ahead, 
instead of 8 to 10 months, as they had 
been doing since the war. 

Prices also get closer attention, from 
both supplier’s and seller’s side. Business 
buyers no longer are eager to take every- 
thing at any price. One firm, faced with a 
demand for a higher price for paper, was 
offered a lower price by competing sup- 
pliers. It refused to pay the increase. 

Higher prices, generally, are expected 
in the months ahead, but businessmen do 





SCARCE TRACTORS 


not hold this view so firmly that they 
are ready to act on it. A large mail-order 
house plans to quote moderately higher 
prices for most lines of autumn offerings, 
but these prices are tempered by modest 
reductions in other lines. And this firm is 
hedging further by shifting more into 
lower-priced lines of goods. Many mer- 
chants also are setting aside reserves out 
of profits to cushion them against any 
unexpected price drops. 

Basic industries in this region ex- 
pect booming orders as far ahead as they 
can see. That guarantees a high level of 
activity in the area. 

Steel mills and oil refineries have yet 
to find any limit to the demand for their 
products. Farmers in the wheat and corn 
belt continue to pay fancy gray-market 
prices for tractors, corn pickers, com- 
bines and other types of farm machinery. 
Railroad cars and locomotives cannot be 
turned out fast enough to meet the needs 
of carriers, and the market for construc- 
tion machinery is booming. 

The automobile industry’s only prob- 
lem is production. Everywhere from 
Chicago to New Orleans the demand for 
new cars is as strong as ever. The same 
is true for oil tools and cotton-ginning 
machinery. Construction is going ahead 
so strongly that some contractors in the 
Southwest turn down new jobs. 

Small plants, however, are having less- 
easy sailing. This is apparent in smalle: 


—Ewing Galloway 


ON THE ASSEMBLY LINE 


For farm machinery: Fancy gray-market prices 
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communities, such as Fort Wayne and 
South Bend in Indiana, and Muskegon 
and Saginaw in Michigan. Factories mak- 
ing small motors have made the turn 
within a year from scarcity to plenty. 
Now makers of radios and lighting fix- 
tures find themselves approaching the 
same plight. 

Specialty manufacturers also are run- 
ning into sales trouble. Makers of gasoline 
pumps find their markets narrowing. A 
smaller demand also is noted for bearings, 
piston rings, tires, and electrical attach- 
ments for automobiles and planes. Vacu- 
um-cleaner factories have pretty well 
caught up with back orders, and cut- 
backs are reported by some producers of 
metal-working machinery and containers. 
Many such plants have laid off a second 
shift of workers and some office staffs 
have been cut, too. 

The consumer market in this area 
shows few indications of shrinking. With 
production high, jobs are plentiful and 
unemployment negligible. Workers are 
assured of steady pay checks. The public 
is found by market analysts to be in a 
buying mood. Savings are starting to drop 
off a bit in the Southwest and no longer 
are rising so fast in the Middle West. 

Spending, however, no longer is indis- 
criminate. Merchants find buyers critical 
of both quality and price, and many re- 
port that their customers now are tending 
to confine purchases more closely to items 
that they think they need. Sales of luxury 
goods definitely are off. Department stores 
report that soft-goods sales are down, 
along with radios, while sales of appli- 
ances and stoves are rising. Shoes have 
run into strong price resistance, with 
sales off 10 to 15 per cent from a year ago. 

These shifts in buyer preferences are 
giving rise to some complaints among 
merchants. They see an end to a period of 
steadily rising dollar volume of sales and 
are disappointed when gains in one line 
of merchandise are canceled by declines 
in another line. The complaint, however, 
is that trade is failing to rise, not that it 
is falling off. 

The tax cut is not counted upon by 
businessmen to result in increased sales. 
They consider that the increase in spend- 
able income is so small where the indi- 
vidual is concerned that buying will not 
increase much. What increased buying 
that does result is expected to go largely 
to food stores. 

The profits column in business balance 
sheets is getting more than usual atten- 
tion. There is a tendency to concentrate 
on profits this year because of a high 
“break even” point in operations and be- 
cause of continued uncertainty over fu- 
ture business prospects and fear that 
taxes may rise again in 1949. 

The arms program is received here 
with a large degree of skepticism. Many 
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—Standard Oil (N. J.) 


SPECIALTY MARKETS ARE NARROWING 
. . . spending is no longer indiscriminate 


executives freely express their doubts 
about the size and duration of arms 
spending. One banker in the Southwest 
observed that it would be “a whale of a 
gamble” to count on a business boom 
floated on arms outlays. 

Other Midwest and Southwest busi- 
ness leaders are less impressed with war 
threats than are people in Washington 
or on the East Coast. The victory of anti- 
Communists in Italy calmed consider- 
ably what fears they had. And they are 
more confident of some sort of accommo- 
dation with Russia than official state- 
ments give reason to believe. Opinion is 
quite general, in fact, that the outcome 
of the presidential elections will be fol- 
lowed by a decided easing of interna- 
tional tensions. 

When businessmen think of increased 
arms expenditures they really are think- 
ing in terms of steel. They expect larger 
arms orders to reduce supplies of avail- 
able steel, but steel has been a ‘continual 
headache anyway. Refrigerator and 
washing-machine factories shut down 


periodically for lack of sheet steel, and 
output of cars, parts, accessories and 
farm machinery is less than it otherwise 
would be. 

Aside from what the defense program 
may do to steel supplies, businessmen ate 
interested only in the specific industries 
that arms orders may help. They do no! 
expect any general benefit, yet. One re 
son for this view is that few orders have 
been placed and those only pilot ordes 
for such things as new gadgets for planes 
and tanks. Any large orders are expected 
to be six months or more away, and when 
they come only a few industries are & 
pected to be benefited. 

Prevailing attitude also is that, if ams 
orders are placed in any considerabl 
number of plants, room will have to be 
made to accommodate them. Just at the 
present time most plants are operalili 
near to capacity on civilian orders a 
are expected to operate at that rate 1 
six months more. Businessmen in this 
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HIGH PROFITS: WHERE THEY GO 


Failure of Dividends to Keep Up With Wages 


Profits that rise are increasing 
demand for wage rises. 

Profits, under study, aren’‘t so 
simple a source of ready money 


as may appear. 
Wage earners, not stockhold- 


es, have had the big break in the 
way of higher income. 

Industry finds many uses for 
retained profits. 


Profits of U.S. business, over all, 
are setting new records. High profits, 
in turn, are used by labor leaders as 
an argument for new wage rises. 

The rise in profits, however, is not 
causing managers of corporations to feel 
ich, They are finding that profits, no 
matter how large, do not cover the cost 
of things that need to be done. 

Both wage earners demanding pay in- 
creases and stockholders seeking dividend 
increases are finding their demands re- 
sisted as a result. 

The Pictogram on pages 22 and 23, 
and the chart on this page tell part of the 
story of profits. 

Profits, as the Pictogram shows, are 
still in a rising trend. The level of profits, 
alter taxes, was $5,000,000,000 in pre- 
war 1939. By 1947, the profit level had 
reached an estimated $18,500,000,000. 
Profits in the first quarter of 1948 ap- 
proached a rate of $21,000,000,000 a 
year. That’s about a fourfold increase 
over a nine-year period. 

Dividends paid to stockholders, how- 
ever, have not kept pace with profits. Be- 
fore the war, corporations paid nearly 80 
per cent of their profits to stockholders. 
Last year, corporations paid out less than 
40 per cent of their profits to stockholders. 
Signs are that they will do about the same 
in 1948. 

While profits in dollars are high by 
prewar standards, those profits are not 
heing poured out to stockholders. In pro- 
portion to total profits, dividend pay- 
ments, over all, are being made at a 
tate about one-half that of 1939. 

The chart on this page shows another 
side of the profit picture as it relates to 
relative position of groups that have an 
interest in corporation profits. 

Weekly earnings of factory workers, 
man average, have risen 119 per cent 
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from 1939 to March, 1948. This rise is 
a good deal greater than the 70 per cent 
rise in cost of living. This means that 
factory workers and nearly all other wage 
earners are much better off than they 
were before the war. 

Dividends paid to stockholders, on 
an average, are 75 per ¢ent higher at this 
time, per share of stock, than they were 
in prewar 1939. This means that the av- 
erage person living on dividends has 
about maintained his position. The stock- 
holder, however, has fared somewhat less 
well, on a percentage-gain basis, than has 
the wage earner. 

Market values of shares of stock 
listed on the New York Stock Exchange, 
at the end of March, averaged 23 per 
cent above the 1939 level. This means 
that people with money, in spite of high 
profits, have not been ready to pay cor- 
respondingly high prices for stocks. Stock- 
market prices currently appear to have 
been tied more closely to the rate of 
dividend payments than to the rate of 
profits. 

There is much more to the subject of 


profits than appears in the mere figure 
of their total in dollars. ; 

Profits, for one thing, are not uni- 
form, One company or one industry may 
be making large profits while another 
company or industry may see its profits 
declining. Profits, if made, are not just 
piled up in the company treasury or paid 
out to stockholders in dividends. As a 
matter of fact, even at present levels of 
profit, managers often are complaining 
that they are inadequate for the purposes 
they must fulfill. 

Inventories, for example, required an 
added $6,700,000,000 of capital in 1947 
over 1946, due to rising prices and a 
need to maintain larger inventories. The 
trend in inventories still is up. 

New plant and equipment are _in- 
volving an investment above $14,000.- 
000,000 a year. Additions to inventory 
and to plant and equipment totaled 
nearly $21,000,000,000 last year and 
are not far from that rate in 1948. 

To meet the cost of these huge outlays, 
retained profits of corporations—those not 
paid to stockholders—and depreciation 
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reserves totaled $14,400,000,000. In 
other words, corporations fell more than 
$6,000,000,000 short of covering these 
needs out of depreciation reserves and 
retained profits, even when those profits 
were described as high. 

Corporations, thus, were forced to 
draw upon old reserves or to find ways 
to raise these billions. Here again, the 
mere fact that profits were large by past 
standards did not solve the problem. 
Bank loans were sought to meet part of 
the problem, but banks came under of- 
ficial pressure to use caution in making 
new loans. The bond market offered an- 
other source of new money. Many cor- 
poration managers, however, are opposed 
to incurring debt in a period when prices 
are very high. The stock market usually 
could have been a source of money. In- 
vestors, however, were wary of buying 
new securities. Many corporations, seek- 
ing to raise money through the sale of 
stocks, discovered that the market price 
of their securities took a nose dive. The 
idea was around that a company seeking 
new capital displayed a sign of weakness, 
even though its profits might be at record 
levels. 

Profits, merely by being large in dollar 
terms, did not meet all corporation needs 
for money, which also were large. The 
subject of profits is not such a simple 
subject as it appears on the surface to be. 

Because of the many uses to which 
profits can be put in business, the tend- 
ency in management in recent years has 
been to try to retain a large proportion 
of those profits for reinvestment in in- 
ventory or new plant. 

Stockholders interested in dividends, 
as well as workers interested in wage in- 
creases, have met resistance by manage- 
ment with other uses for profits. Wage 
earners have fared better than stock- 
holders in getting a share of these profits, 
in part because wage earners often have 
been able to exert pressure through 
unions. Stockholders, unorganized and 
feeling that their equity is being built up 
by retained earnings, have exerted less 
pressure for large dividend increases. 

Managers, from experience, know this. 
too: 

Profits that are high one day or one 
month can fade rapidly with a change in 
business weather. Costs that are raised 
by wage increases tend to become fixed 
and rigid, thereby adding to the problem 
of making profits at all in event that times 
do get bad. Dollars of profit paid out in 
dividends, if added dollars must then be 
raised to meet the cost of carrying in- 
ventory or of expanding plant, involve 
a double drain. 

It is against this background that the 
argument over the ability of corpora- 
tions to pay big new wage increases out 
of present high profits must be set. 
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Cooling of South’s Anti-Truman Revolt 


The South is no longer solid in 
its fight against President Tru- 
man. The heat lessens as some 
States quit the party revolt. 

Only 37 Southern electoral 
votes may fall into the pool that 
stands against Mr. Truman. Four 
States hold to rebellion. 

The President is taking to the 
road to begin his long fight for 
election. He plans to make the 
campaign, win or lose. 


The revolt of Southerners against 
President Truman is losing steam. The 
“solid South” is splitting apart. There 
now is no longer any likelihood that 
the 11 Southern States will stand to- 
gether and pool their 127 electoral 
votes in an attempt to sway the out- 
come of the election. The States are 
irritated and rebellious, but divided. 

Of the 11 States, only four—Alabama, 
Mississippi, South Carolina and Arkansas 
—joined wholeheartedly in the work of 


Acme 


GOVERNORS THURMOND, SOUTH CAROLINA; LANEY, ARKANSAS; WRIGHT, MISSISSIPPI 
. . represent the heart and core of the rebellion against the President 
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Reported from JACKSON, MISS. 


the Conference of States’ Rights Demo- 
crats at Jackson. The meeting was held to 
work out plans for common action by the 
South to defeat Mr. Truman or any other 
Democratic nominee who favors more 
job and voting rights for the Negro. It 
produced a declaration not to support 
such a nominee. 

North Carolina, Virginia and Louisiana 
sent no official delegation to the confer- 
ence. Georgia’s delegation walked out, 
its leaders taking the position that they 
weré not willing to commit the people of 
Georgia to a break with the Democratic 
Party. Tennessee, Texas and Florida had 
delegations at the meeting, but the top 
State and party officials were not among 
them. The States, as such, are not com- 
mitted to pooling their votes in a party 
rebellion, although they may act sepa- 
rately. i 

But Mississippi Governor Fielding L. 
Wright opened the meeting. Arkansas’ 
Governor Ben T. Laney became the per- 
manent head of the drive. South Caro- 
lina’s Governor J. Strom Thurmond made 
the keynote speech. And Alabama sent its 
State Democratic Chairman. 

All of these officials joined in saying 
harsh things about Mr. Truman and his 
proposal to improve the political and 
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economic lot of the Negro. They gj 
they would not support Mr. Truman f 


re-election and are making plans to kee 


the electoral votes of their States ay, 
from the President. 


These four States—Mississippi, 4} 
bama, Arkansas and South Caroling—y, 
the Southern States that Mr. Truman h 
the least chance of winning. They repr. 


sent the heart and core of the rebelliy 


against the President. They have a tot, 


of 37 electoral votes. 


Elsewhere in the South, the «i. 
uation varies trom State to State. \ovj 


of the Southern States will send anti-T; 


man delegations to the national convey. 


tion. And in few Southern States wi 
Democratic leaders work very hard 
get out a vote for Mr. Truman. 

In Louisiana, a new Governor, Earl { 
Long, brother of the late Huey P. Lox 
is just moving into power. Thus far, | 
has refused to take any part in the ant 


Truman movement. Louisiana’s futur 


course is highly speculative, however. 
Florida, North Carolina, Virgin 
Texas and Tennessee have broken wit 
Democratic tradition in previous electiy 
years. All of them gave their votes to Hi 
bert Hoover in his 1928 battle witht 
late Alfred E. Smith. And _ Tennesv 
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voted for Warren G. Harding in 1920. 
For these States, however, the problem 
is complicated this year by the fact that 
the issue on which they are quarreling 
with Mr. Truman is that of giving broader 
privileges to the Negro. On this question 
there is little difference between the Re- 
publican stand and that of Mr. Truman. 
Virginia has made plans to withhold its 
electoral vote. But the Democratic vote 
here may be divided and, as in North 
Carolina, there is a substantial Repub- 
lian vote. This might take the State’s 
vote away from Mr. Truman and give 
it to the Republicans; but it would not 
be in a pool of Southern electoral votes. 
To Mr. Truman, however, even 37 
electoral votes look important. He needs 
all he can get. He now is at one of the 
low points of his popularity. But 37 
electoral votes are vastly different from 
127, which he could lose in the 11 South- 
ern States. The loss of 37 might be no 
more than Henry A. Wallace and his 
third party would have taken away from 
the President if Mr. Truman had not 
espoused the civil-rights program. 

With the civil-rights program, Mr. 
Truman now has a fighting chance to 
win the electoral votes of such big States 
as New York, Illinois, Pennsylvania and 
Ohio, where the Negro vote can be the 
balance of power. His popularity with 
Negro voters in the North has risen in 
about the same proportion as it has 
dropped among white voters in the South. 
Among Southerners, it has fallen from 59 
per cent last October to 30 per cent now. 

A Truman victory in one big State, 
like Pennsylvania, with 35 electoral votes, 
would almost offset the loss of Alabama, 
Arkansas, Mississippi and South Carolina. 
And from Mr. Truman’s point of view 
the swap might be a good one. For a 
State like Pennsylvania would come out 
of the Republican column—toward which 
it was being propelled by Mr. Wallace’s 
third-party drive against the Democrats. 
And even if the Southern Democrats 
should take their electoral votes away 
from Mr. Truman, they have no wish to 
give it to the Republicans. 

The Southern hope has been that 
the solid block of 127 Southern electoral 
votes could be held together, and away 
from either Mr. Truman or the Repub- 
lican candidate. That would leave 404 
electoral votes from among which Mr. 
Truman or the Republican candidate 
would have to get 266 to win. In a close 
election, this would be very hard to do. 
If neither Mr. Truman nor the Repub- 
lican candidate got 266 votes, the election 
automatically would be thrown into the 
House of Representatives. And here, the 
Southerners argue, the Republicans 
would accept a Southern candidate for 
President, as a compromise, before they 
would take Mr. Truman. 
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But, with the break in Southern 
solidarity, such a plan as this is collaps- 
ing. The Southerners have no candidate 
to put up against Mr. Truman, either in 
the Philadelphia Convention or later. 
There has been talk of Senator Walter 
F. George, of Georgia, Senator Harry F. 
Byrd, of Virginia, and General of the 
Army Douglas MacArthur. But no move- 
ment for any of these men has taken hold 
yet. 

In the background lies the fact that 
the Southern politicians still are hopeful 
that they may win their point without 
having to quit the party. They are trying 
to convince Northern Democrats that the 
party cannot win with Mr. Truman, or 
with any other candidate who is not 
satisfactory to the South. The Southerners 
are slow to give up hope that they can get 
a Democratic candidate and platform 
that they can accept. 

But Mr. Truman already has two thirds 
of the delegates he needs to win the nom- 
ination—and only about half of the con- 
vention delegates have been chosen. To 
be certain of the nomination, he needs 
only about 200 more delegates out of 500 
yet to be chosen. There is little likelihood 


. that the Southerners can prevent his nom- 


ination. Their only hope is to convince 
him that he will be beaten if he takes the 
nomination. 

Mr. Truman’‘s chances of winning 
appear to be slim. He has the Southern 


revolt on his hands. Henry A. Wallace is 
striking at him on the far left. Americans 
for Democratic Action, an organization 
in which many former New Dealers are 
the directing influence, is assailing the 
President. Some branches of labor are 
refusing to endorse Mr. Truman. And 
his nation-wide rating has slipped down 
on the Gallup polls to 36 per cent, 
which is just four points above his all- 
time low. 

Despite all of the obstacles in his party, 
however, some of the President’s close 
advisers say there is no chance that he 
will withdraw, They say that even if he 
knew he was going to be beaten he would 
make the race, simply to make it clear 
to the people who was beating him and 
why it was being done. 

That is one of the reasons the Presi- 
dent is taking to the road for a campaign 
trip in early June. He wants to put his 
case before the people, informally and 
naturally, from the back platform of his 
train. Most of his talks on this trip to the 
Pacific Coast will be extemporaneous, of 
the chatty, personal nature that shows 
the President at his best. 

Mr. Truman has a long, hard road to 
travel if he is to climb back into the 
kind of popularity rating that wins elec- 
tions. The Western trip will be the be- 
ginning of his effort. So far as he is con- 
cerned, the Southern revolt is just one of 
his worries, 
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LIMITS TO MILITARY SUPPLY BY AIR 


Advantage of Ships for Delivering Munitions 


Air strength is fast being ac- 
cepted as a sort of cure-all for 
U.S. military problems. 

But limits to what air power 
can do are showing up in some 
fields. Official studies show big 
drawbacks in use of planes to 
supply overseas bases, for one 
thing. 

Sea power and land power 
still are vital, even in a strictly 
air war. 


Air power, as the answer to U.S. 
defense problems, is high in popular 
favor. The Air Force is getting al- 
most all of the men, money, and 
planes it asks. 

The airplane, in fact, is beginning to 
to be regarded as the weapon to solve all 
military problems. Yet it is turning out, in 
practice, that there are more limits to the 
effectiveness of air power than has been 
realized. A top-ranking U.S. commander 
in wartime has complained that the Air 
Force is the least mobile branch of the 
military service, because it is so de- 
pendent upon highly developed ground 
service. 

A wartime study by the Army Air 
Forces now is available that reveals an- 
other basic field in which air power is 
limited. This is the field of long-range 
transport. It deals with getting munitions 
and supplies in quantity to overseas bases 
in wartime. 

The chart on these pages shows what 
the Army Air Forces found as the prac- 
tical problem in seeking to substitute 
aircraft for cargo ships for that long- 
range transport. The suggestion had been 
made that planes take over the task of 
carrying cargo from the United States 
across 6,600 miles of sea to Australia, 
The Army airmen figured these compara- 
tive costs of moving 100,000 long tons a 
month by air and by sea: 

Ships vs. planes. The job of supply- 
ing Australian bases was found to require 
either 80 cargo ships or 12,078 transport 
planes. 

By sea, shipment of those supplies 
would call for 20, cargo-vessel sailings a 
month and, allowing four months for the 
round trip, would involve a total of 80 
ships in constant use. 
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By air, shipment of the same amount 
of cargo, the airmen found, calls for 
32,941 airplane trips a month. On the 
basis of a 74-day round trip, plus 2% days 
for overhaul, each plane would require 
10 days for a complete cycle. Thus, in 
order to operate the needed 1,098 flights 
a day, 10,980 planes are required for ac- 
tual operation, Then, to cover normal at- 
trition and planes out of service for ma- 
jor repairs, this total must be raised to 
12,078 planes for the air operation. 

If air transports were used, moreover, 


about 8,000 planes would be in the 4j 
at all times over the 6,600-mile route-y, 
at least one plane for each mile of th 
Pacific between San Francisco and Ay. 
tralia. And a plane would be landing ¢, 
taking off every 40 seconds from eae} 
end of the route every hour of the dy 
and night. 

Man power needed for the ty 
methods of supply would amount to 3y 
times as many men for the air operatig: 
as for the shipments by sea. Moreoye, 
a large portion of the total available forg 
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of trained airmen would be needed for 
the air-transport job. 

For ships’ crews, 105 men, plus gun 
crews, are required for each vessel. This 
amounts to 8,400 seamen in all. 

For planes’ crews, five men are re- 
quired for each plane—the pilot, copilot, 
navigator, radio engineer and flight engi- 
neer, But these men are not allowed to 
gy more than 120 hours a month, and 
dnce actual flying time in the 74-day 
round-trip flight averages 80 hours, each 
crew could complete only 1% trips each 
month. Thus, it would be necessary to 
have two complete crews for each plane, 
one set at each terminus. In all, the 
10,980 operating planes require 109,800 
flight-crew members. 

In addition to those flight crews, each 
plane would require another 20 men on 
the ground along the route. This includes 


personnel to handle maintenance, cargo, 
weather reporting and communications. 
They would be located at San Francisco, 
Honolulu, Canton Island, Nandi, New 
Caledonia, and Williamtown in Australia. 
Total flight and ground-crew personnel 
for the air operation, thus, comes to about 
329,400 men, all of them highly trained 
technicians. That total is about the 
strength of the entire present U.S. Air 
Force. 

All of these plane and ground crew- 
men, in turn, would require services of 
Army troops at each base and fueling 
station. These would include medical, 
quartermaster, ordnance and other serv- 
ice troops, as well as antiaircraft and 
ground combat troops for protection of 
those bases from enemy attack. 

Fuel needed for the war-cargo ship- 
ments is figured at about 63 gallons of 
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high-octane gasoline and lubricating oil 
for the transport planes to each gallon of 
fuel oil for the cargo ship operation. Cost 
of the plane fuel, of course, greatly ex- 
ceeds the cost of an equal amount of 
ship’s fuel oil. 

For the ships, about 8,250,000 gallons 
of fuel oil would be needed each month 
in hauling the required tonnage. 

The planes, however, require an esti- 
mated 504,800,000 gallons of gasoline and 
about 15,100,000 gallons of lubricating oil 
each month. This is only slightly less than 
the monthly rate of 660,000,000 gallons 
of petroleum products used by all of the 
armed forces during the peak year of 
World War II. 

Tanker ships then would be required 
in large numbers just to supply gasoline 
and oil for the planes at overseas bases. 
That job would call for 234 tankers, 
or about three times the number of ships 
needed to do the original supply job by 
sea. 

This tanker requirement is based on a 
need for 437,521,984 gallons of gasoline 
and oil at overseas fueling points each 
month: The fuel would be carried by 
large 3,360,000-gallon tankers, with 130 
of those ships sailing each month. As an 
average of 1.8 months is required for the 
round trip to Hawaii, New Caledonia, 
Australia or other fueling spots, a total 
of 234 ships thus would be kept in con- 
stant operation. No tankers would be 
needed for the sea operation, as the cargo 
ships do not need to refuel during a 
round-trip voyage to Australia. 

In addition, the overseas ground-crew 
personnel needed for the air operation 
require 35,292 tons of supplies each 
month, including their provisions. This 
would keep 10 more cargo ships in con- 
tinuous operation, or would involve about 
a 50 per cent increase in the number of 
planes used. 

Conclusions of the Army Air Forces 
study were that, even with an unlimited 
number of cargo planes available, sup- 
plying a full-scale overseas base by air is 
impractical. If the vast amount of fuel 
needed were somehow obtained, many 
more ships still would be needed to carry 
gasoline and oil to overseas refueling 
points than are needed to carry the sup- 
plies by sea instead. 

What it means is that, in the field 
of long-range transport, air power has 
basic limitations in wartime. The 100,- 
000-ton cargo problem involved must be 
multiplied many times for a war effort 
the size of the last European conflict, 
but the conclusions from that problem 
remain. What air power can do to win 
modern wars is important, but this official 
study indicates that sea power and land 
power still are to play a vital part even 
in any future conflict to be fought mainly 

in the air. 


27 








U.S. News & World Report 





AID TO CHINA: IS IT WASTED? 


More U. S. aid for China, now 
on its way, won’t stop the Com- 
munists. That's the way experts 
on the ground see it. 

New aid goes on top of 
$3,000,000,000 already ad- 
vanced, but Chiang Kai-shek 
still is losing and inflation still is 
raging. 

Feeling among non-Chinese is 
that China is bogging down with 
graft, profiteering. U.S. dollars 
can‘t win the civil war. 


The thing that impresses an Ameri- 
can correspondent returning to China 
after a two-year absence is the de- 
featist attitude toward the outlook for 
stopping Communist gains. On every 
hand, in Shanghai and here in the 
capital of Nationalist China, there is 
a feeling that additional American aid 
is not going to affect the situation 
much. 

At this time, the U.S. is preparing to 
put in an added $463,000,000 of aid to 
China. Aid given since the war ended 
amounts to between $3,000,000,000 and 
$4,000,000,000. This aid, however, has 
not stopped Communist advances. 
The studied opinion of almost every 
American and other non-Chinese 
political and military expert in this 
country is that no amount of help 
from the outside can restore the 
Nationalist strength. What is re- 
quired, instead, is extensive reor- 
ganization and reform of the politi- 
cal, economic and military setup. 
That doesn’t seem to be in sight. 

In the United States, there is 
some suggestion that American 
troops should be used to help stop 
the Communists. Over here, mili- 
tary opinion is that such a step 
would be highly impractical. Ameri- 
can forces, the opinion is, would 
only get bogged down, lost in a vast 
expanse of Chinese territory, with 
the prospect of little aid from 
Nationalist armies that would be 
glad to have their fighting done for 
them. 

There seems to be little :general 
understanding of the size of aid that 
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the U. S. already has given and is giving. 

Aid to China, officially reported, has 
been $1,400,000,000 since the war's end, 
including $728,000,000 of military aid. 
In recent months, this further aid has 
been given: 

Surplus American ammunition in the 
Marianas Islands, great quantities of it, is 
being sold to China at one cent on the 
dollar of procurement cost. The Chinese 
were sold 150 C-46 transport planes, 
which cost an average of $276,000, for 
$5,000 apiece. All surplus Air Force 
equipment in the Pacific was sold to the 
Chinese Government on January 31 for a 
nominal price. 

Nearly 100 American naval vessels, val- 
ued at $70,000,000 have been transferred 
to the Chinese Navy without cost. Na- 
tionalists obtained 130,000,000 rounds of 
rifle ammunition and a number of arms 
and ammunition dumps. Earlier surplus-’ 
property deals gave the Chinese title to 
fixed installations and movable property 
in China and movable property on 17 
Pacific islands with an original cost of 
approximately $824,000,000. 

Besides this, the U.S. has trained and 
equipped 39 divisions of Chinese troops 
since the war ended. For more than a 
year, an American Army Advisory Group, 
consisting of about 1,000 officers and en- 
listed men, has been trying to help the 
Chinese Nationalists to reorganize and 
train their armies along efficient lines. 
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Results of aid are not very grea 
In spite of all help, the Nationalist pos. 
tion has deteriorated steadily in the ciyjj 
war with the Communists. 

Since the resumption of the civil war 
an American military expert points out 
the Nationalists have not crushed a single 
Communist force nor won a single vic. 
tory of real significance. The Communists 
on the other hand, have annihilated ep. 
tire Nationalist armies—including gy. 
eral composed of American-trained an( 
equipped divisions. They have occupied 
thousands of square miles of territory, as 
shown by the map on page 29. They holt 
all of Manchuria except a thin salient 
along the Mukden-Changchun railroad, 

The Japanese arms and equipment 
turned over to the Communists by the 
Russians at the end of the war have bee 
used up, the American expert says, but 
the Communists are fighting on with arms 
captured or purchased from the Nation- 
alist armies or produced in small arsenal 
in Manchuria and North China. 

The capture, or purchase, of Nation. 
ist arms has become such a boon to th 
Communists that Nanking’s own Defens 
Minister says the Communists would have 
nothing to fight with if the Nationalist 
did not lose such large quantities of arms 
and equipment to them. An America 
military observer in China feels that th 
way things are going it is only a matte 
of time before the Communists will 0. 
cupy most of China. By “a matte 
of time” he means years, rathe 
than months. 

Internal troubles in Nationalit 


money in circulation has reache( 
the astronomical sum of 70,000; 
000,000,000 Chinese dollars, a 


lions of U.S. 
smuggled out of the country ani 
huge stocks of goods are beint 
hoarded for speculative purposes # 
the very time the U. S. is advancitt 
the Nanking Government funds t 
maintain essential imports. 
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ment of Chiang consists almost exclusive- 
ly of landlords, propertied warlords and 
generals of one military clique or another, 
hankers who profit from wartime specula- 
tions, and professional politicians vying 
for power. The Government cannot mobil- 
ize or obtain the co-operation of the 
people. ; re 

The Communists, on their side, have 
succeeded in mobilizing the peasants with 
promises of “land for the landless.” The 
Nationalists promise land reform over and 
over, only to increase taxes or demand a 
larger share of crops. The result is that 
most peasants are apathetic toward the 
Nationalist war effort, or openly hostile to 
it, One sign is the fact that draft-age men 
from the farms are swarming into the 
cities to escape forcible conscription. 

One of the best-informed Americans in 
China says that “self-destruction” has to 
be the policy of the Chiang Kai-shek 
Government. As he sees it, if the Kuo- 
mintang carries out the reforms necessary 
to defeat the Communists, it will destroy 
itself as a party dictatorship. If it doesn’t 
carry out the reforms it will be destroyed 
by the Communists or by disintegration. 
But reforms are easier to demand than to 
accomplish, The “reform programs” set 
up by the Government last year are gen- 
erally regarded by non-Chinese as win- 
dow dressing for the benefit of the United 
States. 

American policy is to prevent China 
from going Communist, but military ex- 
perts on the ground are at a loss as to 
what course the U.S. can take to turn 
the tide in the civil war. They are con- 
vinced that American help—in whatever 
quantities—cannot be effective against 
the Communists until the Nanking Gov- 
ernment is prepared to put itself on a 
more democratic basis and end its one- 
party rule. 

Objective of the latest U.S. aid pro- 
gram is to prevent collapse of the Na- 
tionalist Government. Paul G. Hoffman, 
head of the Economic Co-operation Ad- 
ministration, looks to Roger D, Lapham 
to keep tight supervision over the $338,- 
000,000 that will go to China for recon- 
struction projects and to finance essential 
imports, Without these, inflation may get 
completely out of control. 

A breathing spell is what Americans 
hope to give the Nationalist Government 
with the new aid program. They say the 
degree to which the Chinese co-operate 
in making this aid effective will be a 
factor in determining further assistance. 

On one thing firsthand experts in China 
~official and unofficial—are agreed: Short 
of an American expeditionary force, no 
amount of U.S. aid or intervention can 
check the Chinese Communists so long 
as the Nanking Government fails to make 
essential changes in its structure and 
otherwise put its house in order. 
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AMERICA GREW UP ON SALT WATER 


..- World trade keeps millions of Americans employed. In return for our 
products, other countries send us essentials that range from our morning 
cup of coffee to rare metals for atomic research. The I T & T—America’s 
largest system of worldwide communications, including marine radio service 
—believes that our national prosperity depends, in a great measure, upon 


keeping channels of international communication and trade open. 





*,.. countries must send their goods to us in order to procure the wherewithal to 
pay for the things they need from us. And we need their products also, for we 
| require for our own national protection and standard of living articles and 


supplies which must be procured abroad.”—I T & T Annual Report, 1946. 





INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 
&> Broad Street, New York 4, N.Y. 


U.S. Manufacturing Subsidiary Federal Telephone and Radio Corporation 


1T & T COMMUNICATIONS 1 T&T DEVELOPMENT AND MANUFACTURING 
Associates of I T & T maintain electronic 
laboratories in the United States, England 
and France, and operate 35 manufacturing 


IT & T is the largest American system of 
international communications. It includes 
telephone networks in many countries, 

9 


47,006 miles of submarine cable, 6.600 miles plants in 25 countries which are contributing 


of land-line connections, over 60 interna- immeasurably to the rehabilitation and ex- 
tional radio-telegraph circuits and more than pansion of communications in a war-torn 


50 international radiotelephone circuits. world. 
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ROM THE CAPITALS OF THE WORLD 
LONDON....PARIS....BERLIN..+-« 





>> Europe is puzzled. It isn't altogether sure what the United States is up to. 

Russia's Vyacheslav Molotov was not the only one to grab at that unexpected 
American note to Russia, to see in it a clear invitation to gather around the 
conference table, talk things over, declare a truce in the "cold war." 

All Europe made a lunge for the U.S. note, embraced it, swept it off its 
diplomatic feet, began dreaming dreams of a Big Two agreement, of a real peace. 

It's another illustration of how hungry Europe is for peace, for relief 
from nerve-wracking tension. Three taut years of "cold war," on top of nearly 
six years of shooting war, and the most devastating in history at that, tend to 
make Europeans jumpy, their nerves raw. They'll grab at any straw. 

Maybe the U.S. didn't mean to offer such a straw. Maybe it's all a mistake. 

That possibility worries Europeans, puzzles them. Nevertheless: 








ns Hope for agreement, for a truce, remains. The U.S. note aroused the hope. 
es Now efforts of President Truman and Secretary Marshall to pour cold water on 
4 | what the U.S. started, merely bewilder Europeans, without drowning the hope. 

. j 


>> So Europe's man in the street, reading as he runs, sees this new outlook: 
War between Russia and America is no longer imminent. It's pushed back. 
Soviet sweep to the English Channel, a six weeks’ march by Russia's mil- 

lions across a prostrate Europe, can now be forgotten, dismissed as a bad dream. 
Occupation armies may even be allowed to return home, leaving Germany to 

Germans, Austria to Austrians, Eastern Europe to Eastern Europeans. 
Unsettled issues may now be negotiated, talked over, not fought over. 
Recovery can become the first order of business in Europe, East and West. 
These are some of the hopes generated by the U.S. note to Russia. 











>> Tendency of Europe's diplomats is to look skeptically at these hopes of 
the man in the street, to put them back on the stove for stirring later, focus 
now on sizing up the U.S. note and its aftermath. As the diplomats see it: 

U.S. bungling has embarrassed America's allies, maybe t»rown a monkey wrench 
into plans for Western Germany, given Russia a handsome propaganda victory. 

U.S. allies in Western Europe were unprepared for the Soviet-American ex- 
change, were caught flat-footed when Mr. Molotov broke confidence, told all. 
There were fears, always easy to arouse, that the U.S. was by-passing its allies, 
, making deals with Russia affecting all Europe, but without consulting everybody. 
r U.S. ambassadors, as a result, have had to scurry about, confessing that 
| they didn't know what was up, either, but assuring America's friends that the 
note intended no special deals, no carving up of Europe into U.S.-Soviet spheres. 

Plans for Western Germany, nearing completion at a meeting of Western Allies 
in London, don't look quite so firm now. Is Russia to be consulted, or not? 

U.S. trustfulness in dealing with Foreign Minister Molotov, in assuming 


y (over) 
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that he'd keep everything confidential, is a source of European amazement. 


>> Result of Mr. Molotov's disclosures, giving the world his version of what 
the U.S. is up to, forcing U.S. officials to do a lot of explaining, is this: 

U.S. intentions are seen through the eyes of Moscow. And it's the first 
announcement that counts. Explanations never catch up with the first headlines, 

America thus is portrayed by Moscow as eager to talk, ready to make a deal, 

Russia is depicted as interested always and only in peace. 

U.S. friends are given cause to wonder about American intentions, to ask 
what the real truth is, anyway. In addition, there is some questioning about 
the ability of U.S. diplomats to play in the same league with Mr. Molotov. 

Soviet friends are invited to observe the U.S. asking favors of Russia, 
and to note it will be America's fault if the "cold war" continues. 

It all adds up to an impressive victory for Russian propaganda. 











>> Timing of the U.S.-Soviet exchange, furthermore, turns out to be awkward. 

Talk of a truce in the "cold war" comes just as the Western Allies are near 
agreement on Western Germany, an agreement from which Russia is excluded. 

Now the question is whether the West can ignore Russia, go ahead anyway. 

Ignoring Russia, though, runs the risk of intensifying the "cold war." 

Including Russia, on the other hand, opens a Pandora's box of problems, 
ranging from control of the Ruhr to ERP, the European Recovery Program. 

To include Russia, it appears, would be a sharp reversal for the West. 

Up to now, the record of Soviet conduct has convinced the Western Allies 
that Russia opposed both European recovery in general and Western Germany's re- 
covery in particular. West's solution, then, was to go ahead without Russia. 

Problem has been how to do this without risking a sharp break with Russia. 
Now, just when the West had made up its mind to take the risk, anyway, to let 
the Russians like it or lump it, the whole situation changes, calls for review. 








>> As it is, the Western Allies have had difficulties of their own in planning 
for Western Germany. It hasn't been clear sailing even with Russia excluded. 
~ Questions of German Government, and control of Ruhr, have been at issue. 
French idea has been to keep any new German Government weak, decentral- 
ized. For the Ruhr, Europe's power house, international control is favored. 
U.S. idea has leaned more toward the French idea on government, away from 
Britain's preference for a stronger German Government. U.S.=-French ideas are 
winning out. Question still at issue, though, is how to control the Ruhr. 
On this issue, the French and British are struggling against plan proposed 
by the U.S. delegate, Gen. Lucius D. Clay, giving U.S. veto power over the Ruhr. 
Advantage, since U.S. foots the bills, favors General Clay in this issue. 
Meanwhile, there's Russia's new position, new look, to take into account. 








>> A Jewish state in Palestine, formally recognized by U.S., doesn't mean a 
cure for Middle East headaches of U.S. and Britain so long as fighting goes on. 
Middle East oil helps keep Britain Supplied, cuts drain on U.S. supplies. 
Fighting between Jews and Arabs already has interrupted work at key refin- 
eries and pipe lines, threatens to reduce tc a trickle the flow of oil to Europe. 
Choice is between more oil from West, already short, or setback to ERP. 
So West's failure in Palestine hurts West as well as the Middle East. 
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Armature —typical of a wide 
variety of electrical parts made 
at a saving by powder methods 





Oil-less bearings, including 


complicated shapes Miscellaneous parts 


jaster! at less cost! 


The speed and economy of producing countless —_- greateradvantages tothe mass production of parts. 


parts from metal powders are being demonstrated Check over the list of parts you make or buy in 


daily by the leading metal powder fabricators. _Jarge quantities, then write us for a list of firms 
Pioneer in providing the working materials, | Who have the experience and equipment to 
advise whether you can make important savings 
through production of these units by powder 
metallurgy. Your inquiry is invited. 


Glidden has made important contributions to 
1g the tremendous strides in recent years in the art 
of powder metallurgy. Through its Metals 


Refining Company Division, Glidden is con- “Powder Metallurgy—The Art of Making Things 
From Metal Powders,” a brief presentation 





tinuing a program of research concentrated on 


























: of fundamentals, may be had on request to 
producing metal powders that will bring even Metals Refining Company, Division of The 
i : Glidden Company, Hammond, Indiana. pre 
d In all of the following fields, Glidden leadership in research is creating new 
products and processes which are proving invaluable to industry. 
. If you have a specific problem in any of these fields. look to 
Glidden first. Your inquiry is invited. The Glidden 
Company, Cleveland 14, Obio. 
Principal Glidden Products—Foods: Durkee’s Famous Dressing; es Durkee’s Margarine; Durkee’s Mayonnaise; Durkee’s Salad Dressing; Durkee’s 
= 
Shortening; Durkee’s Shred Coconut; Durkee’s Spices and Worcestershire Sauce; Special Ingredients for Bakeries and Confectioners e Soybean Products: 
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“In proportion as the structure of a@ govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 
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(These two pages present each week the opinion of The Editor, the 


other members of the staff, who report, interpret, ard forecast nop 





yy KEEP THE DOOR OPEN, MR. PRESIDENT 


BY DAVID LAWRENCE 


In Moscow, the Associated Press and United Press 
dispatches tell us, the people last week stood eight 
and nine deep reading the news bulletin boards upon 
which were displayed the texts of the notes exchanged 
between the United States and Russia. The people 
nudged each other with satisfaction. They smiled with 
a sense of relief. They were revealing their previous 
concern about war. Even behind the “iron curtain” 
it now seems the people had known that relations 
with the United States were tense. They didn’t like 
it and hence welcomed the new steps. 

We in America also were thrilled by the news. Then 
suddenly our government began pouring cold water 
on the whole thing, or, as some members of Congress 
noted, the President “slammed the door” that we our- 
selves had just opened. 

The points we tried to make in our official state- 
ment of explanation seemed trivial by comparison. 
Certainly the Russians took the initiative in making 
the notes public. But we and other governments have 
done the same thing on occasion before. The rule is 
that, if it is intended to keep an exchange confidential, 
agreement to that effect should be made in advance. 
None was made in this instance. The Russian leaders 
felt happy to break the news to the public. It was to 
their interest to do so. Maybe our notes gave them a 
convenient way to reverse their own policy. They used 
our notes as a lever. So what? 

Russians sensed opportunity: As to the captious 
criticism that we didn’t inform other governments in 
advance, this is inconsequential. No government is 
under obligation to tell another government every- 
thing it says in diplomacy. Only when commitments 
or agreements are reached or likely to be affecting the 
interests of other governments is it necessary to noti- 
fy other governments. 

What is most important is that the Russians grasped 
the opportunity the United States gave them. It is 
beside the point to say that discussion had always 
been our policy, that the door had always been open. 
It is sufficient to note that in recent months our mili- 
tary men, anxious to get Congress to spend many bil- 
lions in armament appropriations, have talked openly 


of Russia as the nation from whom attack was to be 
expected. Similarly we had adopted the Marshall Plan 
for direct aid to Europe and lately a plan has been 
under consideration in Congress to begin “‘lend-lease” 
of military equipment and supplies to the new five. 
power military alliance known as the Western Euro. 
pean Union and aimed at Russia. 

Russians tired of “cold war’’? In face of all this 
and the months of “cold war,” the United States sud- 
denly said in a formal note that “the door is always 
wide open for full discussion and the composing of our 
differences.” This meant something significant to Rus- 
sia. It wasn’t just a piece of routine comment by a dip- 
lomat to a foreign minister. It was properly construed 
by Russia as a sincere approach by us. Whether the 
Russians are tired of the “cold war” anyway, whether 
they see themselves frustrated by the Marshall Plan, 
and hence are anxious to extricate themselves from 
the dilemma, may not be known for some time. But 
certainly the thesis that the whole thing is just a Rus 
sian trick or “peace offensive” to cause us to curtail 
our military preparations is hardly plausible. For such 
an artificial policy would in a few days reveal its spu- 
riousness. Besides, Russia knows that we wouldrt 
stop military preparations on the basis of a singl 
exchange of notes. 

More significant is the fact that the Russians told 
their people what was happening and handled tatt- 
fully and with restraint the later press reports of d- 


ficial coolness in Washington after the notes were pub- B 


lished. 

It is conceded that the Russians are often insctu- 
table when it comes to sudden reversals of policy 
Where we change Prime Ministers or Presidents, the) 
change Ambassadors. A new envoy is coming this week 
to the U. N. to replace Gromyko. Presumably new it- 
structions have been sent. 

Officials apparently have grown so accustomed t 
the “crisis” atmosphere that they sound a bit disap- 
pointed when something in the picture changes and 
a move for peace emerges. 

A charitable explanation of our own behavior # 
the moment could be that the President and Secretaf 
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orlel Report 


of U.S. News & World Report are written in their entirety by the 
intemational news irrespective of the editorial views expressed here.) 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.“ 





VOLTAIRE 








Marshall didn’t want to seem too anxious. Hence they 
handled almost with indifference the Russian accept- 


‘ance of our suggestion for further discussions. Maybe 


this was intended to make Russia come forward with 
something concrete. But such an interpretation makes 
of us, not the Russians, a devious-minded government 
afraid to stand behind our own words. 

There is, moreover, too much emphasis today in 
the press on face-to-face meetings between tops of 
governments, too much emphasis on big international 
conferences—as if these were the only ways to do 
business when governments want to recede or make 
concessions. Conference by klieg light isn’t as effective 
as private discussion to explore issues and then full 
conferences in public for ratification of things agreed 
upon. Old-fashioned diplomacy is the only way to 
“save face” for retreating governments. 

But assuming that the Russians aren’t really ready 
to make fundamental concessions, should we allow 
ourselves to be placed before the world in the position 
of opening the door one day and slamming it the 
next? 

We are supposed to be the idealists of the world—. 
the leaders in moral force. We are supposed to have 
the courage of our convictions. What was there to be 
ashamed of in our suggestion that we begin discussion 
with Russia of our existing differences? What does it 
matter who published what first? What possible inter- 
ést have the peoples of the world in whether the form 
of these notes was one thing or another, and whether 
we followed the proper etiquette in failing to notify 
France and Britain in advance? 

The fact remains that the White House tells us the 
notes were carefully considered by the President and 
Secretary of State and our Cabinet before Ambassa- 
dor Smith presented them. 

What to do now: Even if we did handle the whole 
thing clumsily, it is more important now to go 
lorward—to assure the world that we mean what 
we say, 

It is important to continue discussions with a spe- 
cific agreement as to publicity and methods of hand- 
ling future notes. 





Administration’s rejection of Russian approach to peace discussions 
difficult to justify—Forms and technicalities, pride and 
prestige must yield to genuine desire for peace 






It is important to reiterate that the American Gov- 
ernment is building up its armament because this is 
an uneasy world and we will not weaken our prepar- 
edness until this nation and our weaker allies feel 
secure. Words alone will not suffice. There must be 
deeds on both sides. This is the way to restoration of 
faith and trust. 

The American people, whose sons must go forth 
to make the supreme sacrifice, do not care about forms 
and technicalities. They are interested primarily in 
the substance. They want peace maintained if it is 
humanly possible to do so. They are not concerned 
with prides or so-called prestige. They are concerned 
with honesty and sincerity in international affairs. 
They are interested in tolerance and restraint, and 
all those characteristics of a truly Christian approach 
to peace. These have been defined again and again in 
the lessons taught the world for 2,000 years and more 
—from the days of the prophets of Israel and the 
teachings of Jesus to the present day. 

Acknowledging error: Mr. President, the people 
want the doors kept wide open. They want the Amer- 
ican Government to talk and talk and_ talk, 
until Reason comes into its own. It may take 
weeks or months, or even years—but it is because 
the people have confidence in the ultimate triumph 
of Reason that they urge an unswerving devotion 
to these methods. 

If these approaches fail, if we are attacked or threat- 
ened, the American people would then go to battle 
with a clear conscience. 

What happened last week, however, must prey on 
our consciences. For we were guilty of backtracking 
on our own words. We must promptly undo that 
wrong. To avow an error is to strengthen our own 
chance to convert others. We can teach Russia by ex- 
ample. 

We must manifest even more our will to peace lest 
the purpose of our armament be misunderstood. 

The whole world wants the doors to peace discus- 
sion kept wide open and American statesmanship 
must hold those doors from ever being slammed 
again. 
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$10,000,000 Cl: 


Herman L. Weckler, Vice-President and General Manage bry 


“For the employees of Chrysler Corpora- 
tion, for everybody interested in the Com- 
pany and for the people who wish to buy 
our cars and trucks, it is too bad that the 
UAW-CIO has chosen to strike instead 
of accepting a $10,000,000 offer of settle- 
ment. The Union demanded $28,000,000. 
It broke off negotiations tonight after a 
refusal to consider a wage increase of six 
cents an hour which the Company offered 
in order to keep its employees and plants 
at work in the face of the greatest de- 
mand for our products since the end of 
World War II. 


“The Company had pointed out to the 
Union representatives and to the United 
States and State conciliators that wage in- 
creases at this time would benefit nobody; 
would only result in higher prices and higher 
living costs; and that this had been the effect 
of the two previous rounds of wage increases 
since 1946. 


“The strike which has been called for 
Wednesday morning will benefit nobody. It 
will inflict needless and heartless suffering 
on employees and their families. The Union 













has not complied with the request of Me “The 
State authorities to hold a State-conducted age ii 
strike vote among the employees. The cofto anot 
tract forbids a strike. ving | 


Pee ; comp! 
It is difficult to escape the conclusion tuft, ms ’ 


it is not wages, it is not the dollars and caf 
of the situation, but rather issues entiteh f fa a 
apart from Chrysler Corporation and its ea 
ployees which determine the Union’s actiof, 
Chrysler Corporation apparently has beg 
selected as the target of the Union’s thi 
round inflationary wage campaign. The a 
ployees of Chrysler Corporation are beiny 
called upon to make the sacrifice for t 
Union’s larger stakes in other companies ag “It w 
in other industries. low th 


“The circumstances which led up to ty 
Union’s walkout tonight from the negoii” 
tions began on February 27 when the Uni 
began its talks with Chrysler on a 30 cel 
wage demand, pensions, insurance, and otit 
proposals. Under the contract with Chrys 
the Union was entitled to open the quesiity 
of wage rate adjustments only, and, with dil nd less 
culty at the outset, the negotiations of the lage purcl 
ten weeks have been confined to that issue ff0 buy m 
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Cysler Settlement 


anager rysler Corporation, issued tonight the following statement: 















st of te “The Company has stated repeatedly that 
onductevage increases would inevitably contribute 
The coofto another rise in prices, another rise in 
ving costs, and consequently would not 
ccomplish any lasting increase in employ- 
es’ purchasing power. The Union, on the 
ther hand, resorted to misrepresentations 
f facts and figures, to abuse of personal- 
ties in the management, and refused to 
tke into account the every day expert- 


sion that 
and cents 
; entirely 
d its ea 
’s action 


has .gences that employees and people general- 

7 qf have had with prices and living costs as 
be result of wage increases since the end of 

~ Mithe war. 

4 U 


aniesaige “It will be regrettable if the employees 

low themselves to be misled by these gen- 

all misrepresentations and irresponsible 

- fstatements. The Company’s financial state- 
ot : : ; 

ne Uniogtents, audited by certified public account- 

ats, have been made public. It is public 








30 cent 
snd othd mowledge that the Corporation’s earnings 
Chrysiiee its sales are less than they were last year, 





quests than they were in the five pre-war years, 
with diigand less than they ought to be considering 
yf the gite purchasing power of the dollars we use 
t issue. flo buy materials and supplies and machinery 
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and equipment to provide jobs for our em- 
ployees. 


“The management of Chrysler Corpora- 
tion has a responsibility in this situation, not 
only to its employees and its stockholders, its 
dealers and its customers: it also has a public 
responsibility. It would seem like an easy mat- 
ter for us to say yes to an exorbitant wage de- 
mand and to pass on the increased costs to the 


public in higher prices for our products. We 


do not see our responsibility in that casual 
light. 


“We do not believe that in the long run it 
will do any good for our employees, or for 
anybody else connected with this Company, 
for us to try to purchase peace with the 
Union at this time at the cost of another 
spiral of inflation that will inflict higher liv- 
ing costs on everybody all over again. 


“The Chrysler representatives have told 
the Union and the Federal and State Con- 
ciliators that we still are willing to discuss 
this situation and to arrive at a reasonable 
settlement. And that is our position regard- 
less of the call to strike.” 
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Ambassador Walter Bedell Smith's Ticklish Job in Moscow 
...Rise Through Army Ranks to Most Difficult Diplomatic Post 


> Lieut. Gen. Walter Bedell Smith is 
this country’s point of contact with Russia 
in the delicate and troubled relations be- 
tween the two nations. General Smith, 
a blunt and plain-spoken Army man, is 
American Ambassador at Moscow. In that 
capacity he was at the center of the re- 
cent exchange that ended in embarrassed 
explanations by President Truman and 
Secretary of State George C. Marshall. 

Criticism. of what was done is sharp 
and growing. It is found in Congress, in 
foreign capitals, inside the State Depart- 
ment itself. Questions are being asked on 
two points: What actually happened and 
what are General Smith’s qualifications 
for handling a job so touchy and impor- 
tant? In addition, the old issue of whether 
Army men are best qualified for diplo- 
macy is being raised against both General 
Smith and General Marshall. 

To look into the details of the situation 
and their consequences. 

Methods. All other methods of set- 
tling Russo-American difficulties having 
failed, Secretary Marshall decided to try 
the old-fashioned diplomacy of formal 
notes and secret meetings. This, critics 
are saying, is a form of diplomacy in 
which neither General Marshall nor Gen- 
eral Smith has had any experience. There 
are men in the Department who are 
expert in that field, but they were not 
consulted. 

In any event, on May 4, General Smith 
delivered an oral statement to the Soviet 
Foreign Minister, Vyacheslav M. Molotov, 
and afterward sent him a note con- 
taining the text of the statement. The 
whole was a summary of American policy 
toward Russia. The statement, however, 
closed with what appeared to be a cordial 
invitation that Russia and the United 
States get together and discuss their 
troubles. 

Four days later Mr. Molotov called 
General Smith back, and, although com- 
plaining bitterly about American policy, 
he, too, strongly encouraged the idea of 
discussions. General Smith made another 
statement, in his somewhat gravelly voice. 
In negotiations he prefers to make his own 
viewpoint completely clear. He speaks 
lucidly and uses short words and short 
sentences. 

After this second conference, the Gen- 
eral left Moscow for a fishing trip in Nor- 
mandy. He was astonished on reaching 
Berlin to find that Moscow had published 
the correspondence and was backing the 
idea of conversations with the United 
States more or less enthusiastically. 

Some others were not so pleased, how- 
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INTERNATIONAL TOAST: RUSSIA'S GROMYKO, U.S.A.‘S SMITH 
. .. at diplomatic functions, the General was good company 


ever. The French and British govern- 
ments were alarmed at an apparent pros- 
pect that Russia and the U. S. would now 
proceed to settle the affairs of the world 
by themselves. In the United States there 
were cries of “secret diplomacy.” There 
also was hope in many places that finally 
the tensions of the past months were to 
be relieved. 

Russian trick? But the plain fact was 
that Soviet Russia, by publishing the cor- 
respondence that was considered confi- 


V 





dential, had gained an advantage, holding 
herself out as a prime mover toward 
peace and perhaps driving a wedge be. 
tween the U.S. and her former allies 

General Marshall, the great wartime 
strategist, had been caught off guard in 
this peacetime maneuvering. Something 
had to be done. So the implied invitation 
in the Smith message was disavowed. 
The note was described as a formal ges- 
ture of good will, but not a conference 
invitation at all. Bitter experience had 
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FOREIGN RELATIONS TEAM: SENATORS VANDENBERG & CONNALLY 
. .. demands for more expert diplomacy were in the making 
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General Marshall said, that little 
or nothing could be gained by further 
conferring with the Russians. In addition, 
any discussions that might take place 
should be through the United Nations or 
other established agencies. 

Blunders? But many who studied the 
situation were convinced that there had 
heen some bungling, some inept diplo- 
macy. Other nations should have been 
informed in advance, these critics said. 
Ceneral Smith should have made it clear 
to Mr. Molotov that the message was con- 
¢dential, not to be published. The lack of 
that precaution enabled Moscow to pull 
a fast one and seize a propaganda advan- 
tage. Also, the critics continued, the dis- 
puted invitation to discussions should 
have been worded to make its meaning 













lear, 
7 And the idea of General Smith’s calmly 


fying away to go fishing at the height of 
the exchange has caused a good many 
raised eyebrows. In fact, when the Gen- 
eral hangs up his trout rod, he may find 
himself in something of a predicament. 
The experience and capacities that he 
brings to his job are under review. 

The General. At 52, General Smith is 
a compact man of medium height, with 
blond hair, blue eyes and a lean face. 
He always has kept himself in excellent 
physical condition. In the Army, he has 
the reputation of being an officer of 
orderly mind and methods, a stickler for 
iolding & the utmost in efficiency, a driver. 
toward He has had two jobs in the course of 
ge be his career, one with the Army and his 
allies. present post in the diplomatic corps. 
artime After graduating from high school, he 
ard in entered the Army through the National 
thing Guard for service in the first World War, 
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‘itation ; : 

owed YS selected as likely material, given an 
y . es . . 

al gs officer-training course and commissioned. 
in France. 

soln He served ince 


i The future general found that he liked 
the Army, After the war he stayed on. 
His lack of West Point training and his 
limited education were, of course, a hand- 
icap. He sought to overcome this dis- 
advantage by extensive reading and 
study. He attended the Army schools and 
threw himself into their work. He is stu- 
dious by nature and can concentrate for 
§ hours on textbooks or problems. 

In 1930, he met General Marshall at 
one of the Army schools, and a fast friend- 
ship was formed. For some time before 
and after Pear! Harbor, they worked to- 
gether in Washington. Sometimes Gen- 
eral Marshall would pace the floor think- 
ing out loud about current problems 
while General Smith took notes and 
added his own comment. 

Wartime. But there was a job for 
General Smith abroad. General Dwight 
D. Eisenhower wanted him as his chief 
of staff in Africa and Europe. He served 
in that capacity throughout the cam- 
paigns there. 

During that period the Army got a pic- 
ture of the General as a man whose usual 
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BUSINESS IN MOTION 








To our CrLeaguse sie plncentines Lidia... 


It is an American custom, indeed a tra- 
dition, to render public service when one 
is able to do so. Revere has engaged in 
such activities, as do all companies in 
accordance with their abilities and oppor- 
tunities. We take no particular credit for 
such work.. However, we do feel that it 
is appropriate to téll you about a new 
project which may not only be. justly 
described as in the public interest, but 
which has somewhat of a commercial 
aspect too. 

We refer to the Revere Quality House 
Institute. This was started by Revere in 
February. Its object, briefly, is to see 
what can be done to give home buyers the 
assurance that they are obtaining value 
received in materials 
and construction, and 
are in addition obtain- 
ing those intangibles 
that add little or 
nothing to cost but 
contribute immeasur- 
ably to the joy of liv- 
ing — convenience, 
beauty, adaptation to 
the site, orientation, 
privacy, and so on. 

To obtain really fine 
housing in any price 
range there are two main requisites. One 
is the establishment of standards of ma- 
terials and workmanship. The other is 
professional — the services of architects 
for original designs and control of qual- 
ity. Through the Institute we believe 
both the standards and the services of 
architects can be made available to build- 
ers and buyers of moderate-priced homes. 
To test out the methods that have been 
proposed, the Institute plans during 1948 
to collaborate in the construction of eight 
houses in as many sections of the coun- 
try, each house to be put up by a differ- 
ent architect-builder team. 

This is entirely an Institute operation. 
Revere is building no houses. Though 
Revere provides the funds to support the 
Institute through its formative years, it 





asks of the Institute only that it deter- 
mine how much quality and comfort can 
be provided per housing dollar, and how 
to assure the buyer that he is getting it. 
In order to avoid any possibility of bias, 
Revere sought The Architectural Forum 
as co-sponsor. This is a professional 
publication deeply interested in hous- 
ing, and well regarded by both archi- 
tects and builders. It has assumed the 
responsibility of the new organization. 
Revere does not, and will not, control 
the Institute. 

What, then, is Revere getting out of it? 
For the present, very little. Remember, 
only about 1% of the cost of the average 
medium-priced home is represented by 
the cost of copper and 
copper alloys re- 
quired for long, trou- 
ble-free service. That 
includes not only such 
items as flashing, gut- 
ters and downspouts, 
water and heating 
lines, termite shields, 
but also hardware. 
Obviously, profits 
from the sale of cop- 
per and brass for the 
eight houses to be 
built in 1948 by the Institute will be neg- 
ligible. Taking the long view, however, 
we believe that through the Institute 
quality standards will be established for 
all materials, including metals. The more 
homes built to those standards, the more 
copper and brass will be sold by the en- 
tire copper and brass industry, including 
Revere. This will benefit everybody, and 
especially those who buy and live in 
houses built to Institute standards, be- 
cause trouble always costs more than 
sturdy, long-lived materials. It is our 
hope that eventually the Institute will 
become self-sustaining and will need no 
more financial help. Whereupon Revere 
will have the satisfaction of having en- 
gaged in a worthy endeavor that was 
also a good investment. 


REVERE COPPER ano BRASS INCORPORATED 
Founded by Paul Revere in 1801 


%. &-@F 


Executive Offices: 
230 Park Avenue, New York 17, N. Y. 
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-.»Mark of PROGRESS in Railroading 


She holds a freight train in her hands! 


T HER FINGERTIPS, this young 
lady has a complete record of 
an Erie freight train. 


The teletype tape she holds tells the 
car number, contents, consignee and 
destination of every car in the train. 
Placed in an automatic transmitter, it 
flashes this detailed information to 
other Erie offices and freight yards. 


Because of this fast, modern method 
of communication, an Erie representa- 
tive can tell a shipper promptly 
where his car is, and when it is due 
at destination. 


The Erie’s teletype network has con- 
stantly been expanded, and now in- 
cludes cities far beyond the limits of 
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the railroad. At present a total of 
5,246 miles is covered by this system, 
and plans are in progress for further 
expansion. 


This network plays an important part 
in expediting service to customers. It 
is typical of the Erie’s continuing 
program of improvement through 
progressive railroading. 


Erie 


Railroad 


Serving the Heart of Industrial America 
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affability was effaced by long, hayfe Rus 
hours of work. He was exacting, woy— ‘uni 
tolerate no excuses. When officers had ty T 
be relieved of their commands or repr. | Gen 
manded, it was General Smith’s job to jf vel 
them. In the Army, he was respected, by hold 





considered a popular general, bass: 

Diplomatic experience. Gene WV" 
Smith also learned something of inten, f  forel 
tional negotiations under General Kise, Hi 


hower, Problems arose frequently betwee), 44 
the U.S. and her allies. General Bis. ev 
hower considered General Smith an ahi, fishit 
negotiator, and 

General Smith climaxed his wartin, Fis 
negotiations by arranging the Italian yf = °™ 
mistice and receiving the German sy.§ 
















AMBASSADOR SMITH IN MOSCOW 
... the critics took a look 





render at Rheims, On the latter occasiuf} in the 
it was reported that he was highly indig§  troubl 
nant at finding the room in which thf tive. \ 
surrender took place ringed with pho) jection 
tographers’ lights. ; an Ar 

In Moscow. As a diplomat, Genet} ticklist 


Smith has grown more relaxed. He live Gen 


quietly at the ornate embassy and avoit ly free 
all social functions not made necess) ff Tecord. 
by diplomatic punctilio. Those he mets take a 
at social affairs find him good compa) J mands 
and a fluent conversationalist. He wes} the ma 
his white tie and tails with the same e{/ Comm 
that he wore his uniform. sode. 
General Smith had never been in Ruff Partisa 
sia when he was appointed Ambassadif restive. 
handed 


He prepared himself by voluminous rea" 
ing, long discussions with his predecess Both 


W. Averell Harriman, and as many cof) Marshz 
tacts as possible with the Russians thet: 3 brough 
selves. Foreigners are kept away from t for mot 
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 — 
Russian people, however, and such oppor- 
tunities are limited. 

The State Department considers the 
General a useful reporter of Kussian de- 
velopments. Secretary Marshall, of course, 
holds him in high esteem, and the Am- 
hassador’s advices and opinions have been 
woven importantly into the making of 
foreign policy. 

He puts in a busy day at the embassy 
and then prefers a quiet dinner and an 
evening of reading, or puttering with his 
fshing equipment. Fishing is his passion, 
and he makes most of his equipment. 

Fisherman’s luck. General Smith's 
current fishing trip, added to the errors 
imputed to him and Secretary Marshall 
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AMBASSADORS HARRIMAN & SMITH 
... after the talk, a touchy job 


in the Russian-note incident, may spell 
trouble ahead for him. It is all cumula- 
tive. When he was appointed, many ob- 
jections were raised on the ground that 
an Army man should not be given so 
ticklish a diplomatic post. 

General Marshall always has been near- 
ly free from criticism, after his great war 
record. But the critics are beginning to 
take a look at his work. Congressional de- 
mands for more expert diplomacy are in 
the making. The Senate Foreign Relations 
Committee is upset about the recent epi- 
sode. Republicans who backed the bi- 
partisan foreign policy are growing 
restive. It is probable they have been 
handed some useful campaign material. 

Both abroad and at home, in fact, the 
Marshall-Smith-Molotov messages have 
brought results which will be heard from 
tor months. 
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Tol to tis Peau 


GOOD TO LOOK AT... 
A JOY TO USE... 
A GEM TO OWN! 


wee 7 FAST! When typing, 


have to leave the key- 
board...even to return 
the carriage. Electricity 
saves you finger travel, hand travel... min- 
utes that add up to hours. 


EASY OPERATION! 
Lightly touch the keys.. 
electricity does the fatig- 
uing work. You'll be de- 
lighted with the perfection 
of work you attain with minimum effort. 





<) ACCURATE TYPING! 


at 
A Sy yezz_ All Electric operation 
G SY means even spacing be- 
4 a tween characters. ..clean- 
, cut, uniform impressions 
... not shaded or blurred. 
AND WHAT __ £2 
BEAUTIFUL WORK! “= ‘3 
we 


Not only your letters, but — . <# al 
your carbon copies are Sea ) 
sharp and clear... you 

can make as mai...’ as 20 of ’em 


at a light finger touch. 


your busy hands never 









Urge your boss to buy you an Underwood 
All Electric...and you'll always have 
his letters looking their best. 

You'll keep looking your best through 
each day too... because operating an 
All Electric is not tiring. You'll simply 
breeze through your typing...all day! 

You control keys, spacing, shifting 

tabulating and carriage return electrically 
... therefore more accurately. 
It’s a good-looker, too...the world’s 
most beautiful typewriter. Your local 
Underwood representative will gladly 
demonstrate it, and let you try it. 


Phone him...today! 


Underwood Corporation 


Typewriters . . . Adding Machines 
Accounting Machines...Carbon Papers 
Ribbons . . . and other Supplies 

One Park Avenue v4. 
New York16, N.Y. SLY 
Underwood Limited 
135 Victoria St. ~~ 
Toronto 1, Can. 

Sales and Service Everywhere 


© 1948 
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OUTPUT RISE AHEAD FOR INDUSTRY 


Another upward turn in busi- 
ness activity is being predicted. 
That is the official line. 

Output cannot rise much above 
recent levels. Steel and labor sup- 
ply set a ceiling on future activity. 

Foreign aid, armaments, tax 
cut are stimulants expected to 
keep boom going strong. 


Industry, turning out goods at a 
near-record rate for peacetime, is set 
for new highs as the year wears on. 

Armament orders are to rise. Exports 
will be financed on a big scale by U. S. 
dollar aid to Europe. New building, at 
a record dollar level, is to eat up many 
products of industry. Consumers are 
spending more, saving less, at a time 
when tax cuts add to income. 

Against that background, official pre- 
dictions are for new records in produc- 
tion to be set in second half, 1948, and 
maybe in early 1949. Industry’s output, 
however, is to be limited by steel supply 
and man power, so that any gains from 
present levels will be modest. 

Outlook is best described by com- 
parison with previous records. As the 
chart shows: 

In 1940, industrial production as 
measured by the Federal Reserve Board 
index was one fourth larger than the 
1935-39 average. Factories produced 
more in 1940 than in any previous year. 
Yet some factories were idle and 8,100,- 
(000 workers were unemployed. 

At wartime peak, in 1943, industrial 
output was nearly two and a half times 
the 1935-39 average. Industry’s conver- 
sion to war was complete. 

In 1946, output declined to the post- 
war low. Production was 70 per cent 
higher than the 1935-39 average, but far 
below the level needed to satisfy accumu- 
lated demands from a population that had 
increased about 10 per cent. 

In 1948, forecasts are that a new 
peacetime record will be set. During the 
first three months, output averaged 93 per 
cent above the prewar rate. In April, May 
and June, a slight decline is indicated as 
a result of strikes and vacations. By au- 
tumn, output will be rising fast, if offi- 
cial estimates are borne out, 


42 


Prospect of More Cars, Houses, Shoes, Rugs 


An output rate nearly double the 1935- __ will be light trucks, including pickup and 
39 average is being predicted for the panel models. Car, truck and parts pro- 
closing months of 1948 and first half, duction has been more than double the 
1949. The prospect, in detail: 1935-39 volume in recent weeks. 

Finished goods are expected to in- Freight cars and ships, especially 
crease in nearly all lines. Where cutbacks _ tankers, will be turned out in growing 
occur, the reductions probably will be numbers, About 9,000 freight cars were 
due to a decline in demand rather than delivered to U.S. railroads in April. The 
any inability to deliver the goods. goal is 10,000 a month. 

Passenger cars will reach dealers Aircraft plants will reduce civilian. 
faster, unless strikes are long and wide- plane output from 15,600 units in 1947 
spread. About 3,900,000 new cars will to fewer than 10,000 in 1948. More war. 
be made in 1948, by present estimates, planes will be made. 
against 3,558,000 last year. This will Farm-machinery plants apparently 
bring the number up to prewar ratio with are assured of record-breaking oper. 
population. But about one third of the tions. About 626,000 tractors were 
cars will be more than 10 years old, and = shipped in 1947, or 70 per cent more 
the shortage is expected to continue. than in 1946. 

Trucks made in 1948 will number New houses and apartments started 
about 1,260,000, as estimated now. Most’ in 1948 will include about 950,000 dwell. 





Production Boom 
A Peacetime Record 


(INDEX: 1935-1939 = 100) 
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ing units, by official estimate. About 
$35,000 units were completed in 1947. 
Housing boom is going at top speed. 

Household-equipment producers are 
xdopting cautious production schedules. 
Emphasis is renewed on selling and pric- 
ing. Large output has satisfied much 
“backlog” demand. About 3,784,000 
washing machines were made in 1947, 
qaainst 1,892,000 in 1941. Refrigerator 
output was higher than in 1941. Vac- 
yum-cleaner output in 1947 was double 
that of any previous year. Oil-burner ship- 
ments have been cut back, were only one- 
third the 1947 level in February, 1948. 
Well-known radio manufacturers are go- 
ing ahead at a high rate, but newcomers 
have been cutting schedules for months. 

Furniture manufacturers are enjoying 
n upward turn in operations. They count 
on opening of new housing to spur de- 
mand. A small rise in output is indicated, 
if present trends continue. Present rate 
is about 78 per cent higher than prewar. 

Rug production is rising too, Output 
in 1948 is estimated at 85,000,000 yards. 
Housewives will find a greater supply of 
wider widths. Industry’s capacity for 
12-foot widths has increased 42 per cent 
since 1943. 

Clothing mills are turning out goods 
fast enough to meet all demands. Produc- 
tion rate of men’s clothing in January 
and February was higher than in 1947. 
Manufacturers of clothing for women and 
girls are hoping for heavy demand this 
summer and autumn. Retailers’ stocks are 
said to be low. 

Shoe output in 1948 probably will 
amount to about 490,000,000 pairs, com- 
pared with 468,000,000 pairs in 1947 and 
529,000,000 in 1946. Many New England 
shoe factories now are operating below 
last year’s schedules. Recent increases in 
consumer income favor larger shoe de- 
mand and production later this year. 

Paper and paperboard supply in 
1948 is estimated at 21,800,000 short 
tons, against 21,000;000 tons last year. 
Newsprint consumption in 1948 is esti- 
mated at 3,750,000 short tons, about 5 
per cent above last year’s total. Ship- 
ments of wood pulp from Scandinavia are 
large, and new paper mills are being 
opened in U. S. 

Rubber-products factories apparently 
will tum out about 8 per cent less than 
in 1947. Only 80,000,000 new tires are 
estimated for 1948, against 95,500.000 
last year. 

In materials, supplies will be ex- 
panding gradually through 1948. 

Iron and steel output is to average 
cbout 202 per cent of the 1935-39 level 
during the first half of 1948. according 
to present estimates. The rate may go to 
210 per cent in the first half of 1949. 
Semiprocessed steel sheets, strips, tubes, 
bars and other products will total about 
64,000,000 tons. Exports will take about 
6,600,000 tons. 


That will leave for domestic use an 
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he Soy Bean, miracle of modern farming, 
has become in one generation a prime fac- 
tor in agriculture and industry of America, par- 
ticularly of the four midwest states served by 


THE MINNEAPOLIS & ST. LOUIS RAILWAY 


Illinois, lowa, Minnesota and South Dakota 
in 1947 harvested 6,734,000 acres of Soy 
Beans, just half of the total United States acre- 
age, and produced 105,881,000 bushels or 58 
per cent of the nation’s crop of 181,362,000 
bushels. Illinois, the No. 1 Soy Bean grower, 
harvested 65,196,000 bushels, more than dou- 
ble the production of any other state. Just 25 
years ago, the United States planted only 400,- 
000 acres. 

The M. & St. L. Railway, specialist for 77 
years in service to agriculture, is a leader to- 
day in transportation of Soy Beans and the 
scores of products made from them in the 
Midwest's big processing mills. 

Soy Bean is called the miracle plant because 
of its manifold uses and the rapidity with 
which it has become a major farm crop. From 
Soy Beans are made industrial oils for paints, 
varnishes, lubricants, soaps, cosmetics and 
other uses; edible oils for salad dressings, 
margarine, shortening and cooking; flour; 
meal for stock and poultry feeds; plastics in 
wide variety; and many other products. 

The M. & St. L., a modern, efficient freight 
railroad, networks some of the richest Soy 
Bean growing areas and directly serves five 
great processing plants. To Soy Bean growers 
and manufacturers, it furnishes the same Fast, 
Dependable Freivht Service it has provided 
since 1871 for other products of midwest 
agriculture and industry. 
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‘If it works, it will be a new world’s record 


HE record that really counts, is 
ae one that Cyclone has made 
in becoming the world’s most widely 
used property protection fence. If 
your own plant isn’t already pro- 
tected by Cyclone Chain Link 
Fence, you'll find it worthwhile to 
investigate further. 

Cyclone’s solid construction and 
special design make it tough on in- 
truders ... and easy on plant man- 
agement. Once installed by our own 
factory-trained crews, your Cyclone 
Fence is there to stay — providing 
years of trouble-free protection de- 
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spite difficult conditions of climate 
and terrain. 

Why not call on our engineers to 
assist you in selecting the right 
fencing for your particular needs. 
Remember, 10 job 1s too large or too 
small. And in the meantime, write 
for your free copy of our illustrated 
book describing all 14 types of 
U-S-S Cyclone Fence. It’s full of 
facts that will help you get the most 
from your fencing investment. 


CYCLONE FENCE DIVISION 


(American Stee! & Wire Company) 
Waukegan, Ill. - Branches in Principal Cities 
United States Steel Export Company, New York 
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Clip this coupon —and send it to: 

Cyclone Fence, Waukegan, Ill., Dept. E-58 

We'll send you our free, 32-page book on fence. 
It's full of facts, specifications, illustrations. 
Shows 14 types of fence. Before you choose any 
fence for your property, get the facts about Cyclone. 


PUMEDs kv noe dcdced Seeded e'cedccs ere soosesececcescecees eccccece 


Interested in fencing: [J Industrial; [ School: © Playground: 
ERICA ADOCORIMRIIEE 65 oe. 5 v0.0.5 sess in'c tne cetaeude feet. 
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Special Report 


estimated 57,400,000 tons, about 1,656. 
000 tons more than in 1947. Defeng, 
needs will take relatively little. New way. 
plane program will divert not more tha 
50,000 tons of steel, for example. 

Aluminum production cannot fig 
much in 1948, for lack of electric power, 
One additional ingot plant will be opened 
this summer. 

Nonferrous-metals products are ex. 
pected to be turned out at a rate nearh 
double the 1935-39 average. Supplies of 
copper, lead and zinc are short, in rel. 
tion to demand, but larger than in am 
of the last three years. 

Coal and oil production probably wil] 
lag behind demand. Spring work ‘stop. 
page in coal mines means that 1948 oq! 
output will be about 600,000,000 tons. 
slightly less than in 1947, Output will be 
lower, if a strike occurs this summer, as 
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—Buick 
AUTOS IN PRODUCTION 


. . . prewar output is not enough 


threatened. Oil production is at an all 
time high, for peace or war, but spot 
shortages in gasoline and fuel oil ar 
anticipated. 

Building-materials manufacturers ar 
headed for a record year, Cement pro- 
duction, already at the highest level ii 
history, is expected to rise 3 to 5 per cet! 
in 1948. Lumber output may rise 4 pe 
cent in 1948 and go 41 per cent abov 
the prewar level in the first half of 1949 
Yet prices of lumber have tightened. 4 
price increase of $5 to $6 per thousaii 
board feet is reported for Douglas fir an 
southern pine. 

Textile mills seta new high in th 
first quarter of 1948, producing at a ral 
77 per cent above the 1935-39 average 
For the year, textile output will be about 
6 per cent above 1947. Production 3 
expected to stay at present levels in cot 
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ton cloth, rise 4 per cent in woolen tex- 
tiles. Rayon shipments are running 16 
r cent higher than last year. 
Enormous activity is predicted for 
the United States in many other areas 
of production. Builders and tool and 
heavy-equipment producers have the job 
of installing $18,700,000,000 worth of 
new plant and equipment in 1948, ac- 
cording to an official study of industry’s 
plans for the year. The 1947 total was 
$16,200,000,000. 

Orders from Europe for machinery will 
help to offset the decline in industrial 
retooling here, during the last half of 
1948. New equipment and building pro- 
srams of railroads and public utilities are 
just getting into full swing. 

State and local governments are enter- 
ing the market for labor and materials 
on a bigger scale. They are being forced 
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—American Forest Prod. nd. . 
LUMBER ON THE MOVE 
. . no drop in the price 


to start new schools, roads and sewer 
systems, despite their reluctance to build 
at high costs. 

State and locally financed construction 

work jumped about 50 per cent over the 
1947 level, in the first three months of 
1948. Expenditures on roads, including 
federal highways, will top $1,500,000,- 
000 this year, though the Federal Gov- 
ernment is trying to defer public works 
where possible. 
_ Picture for the U.S., as now drawn, 
is a picture of high output and plentiful 
jobs through 1948 and into 1949. Ex- 
panding government expenditures and a 
tax cut are depended on to stimulate the 
greatest production boom this country— 
or any other—has ever enjoyed in a peace- 
time period. However, the picture can be 
changed by a new international situation, 
prolonged strikes or other new factors. 
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“NOT ON MY PAYROLL... 
BUT WORKING FOR ME!” 


Railway Express is part of everyone’s business, always ready to 
go to work for you just where and when you need it, whether you 
use its nation-wide shipping facilities daily or only occasionally. 

Now available to Railway Express — and to your business — 
are 500 new, high-speed, passenger train-equipped cars. New 
motor vehicles, too, are part of the constructive Railway Express 
effort to offer you better service. 


These and other improvements take time—and money. Add to 
them today’s higher maintenance and operating costs and you 

' will see the necessity for adequate rates which are helping to 
make Railway Express America’s high standard shipping service. 


,AILLIAVV AY EYDPRESS 
RAIL VV s EAPKEOQO 


... Maintains 23,000 offices (there’s one near your 
factory, office or home); 

, +. Uses 10,000 passenger trains every day; 

..- Has 18,000 motor vehicles in its pick-up and de- 
livery services; 


..- Offers extra-fast Air Express with direct service to 
1,078 cities and towns. 





NI LWAN 
EXPRESS 
LIGENO): 






NATION-WIDE 
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labor Week 





Talk of revising the nation’s 
labor laws again is heard in Con- 
gress. Renewed strike activity 
prompts some of this talk. Em- 
ployers as well as unions can be 
affected. 

Most proposals are due to stay 
in the discussion stage until 1949 
at least. But ‘“‘union shop” elec- 
tions might be dropped this year. 
A big strike crisis could bring an 
emergency bill this year. 


A search for methods of averting 
strikes that cripple the country once 
more is being made in Congress. This 
new search is directed at strengthen- 
ing the Taft-Hartley Act and the Rail- 
way Labor Act. Some of the proposals 
put forward, if enacted into law, will 
bring about sweeping changes in in- 
dustrial relations for both employers 
and unions. 

A general tightening of restrictions on 
the power of unions to close down entire 
industries is included among the pro- 
posals. Employers also are affected, how- 
ever, by other suggestions that would 
force unions and management to submit 
wage disputes in certain cases to arbi- 
tration. 

Chances of enactment of these pro- 
posals at the current session of Congress, 
however, are remote. Congress plans to 
quit in June, and many members would 
prefer not to be put on the spot on new 
labor legislation just before the elections. 

Emergency legislation to head off 
the development of some new strike 
crisis might be enacted, however. Con- 
gress can always act quickly if aroused 
by some economy-shaking walkout. Bar- 
ring such a situation, however, Congress 
seems resolved to put off any further re- 
strictions on unions until 1949, 

A study of how the Taft-Hartley Act 
and the Railway Labor Act are working 
will be made soon, as a preliminary to 
action next year. The special watchdog 
committee set up by the Taft-Hartley Act 
to study changes in the law is scheduling 
public hearings starting May 24. Com- 
mittee members want suggestions on spe- 
cific changes that are needed. Senator 
Ball (Rep.), of Minnesota, the commit- 
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OUTLOOK FOR LABOR-LAW SHIFT 


Impact of New Strike Activity on Congres 


tee’s chairman, has several proposals in 
mind for restrictions on unions. Senator 
Taft (Rep.) of Ohio, also has some ideas 
for curing the nation’s strike troubles. 
Many other Congressmen are coming 
forward with their own suggestions. 

New legislation under discussion in- 
cludes the following: 

Antitrust laws could be _ invoked 
against union leaders who close down 
entire industries, under proposals by Sen- 
ator Ball and Representative Hartley 
(Rep.), of New Jersey, chairman of the 
House Labor Committee. The idea here 
is that unions should not be allowed to 
conspire to call industry-wide strikes 
any more than employers are permitted 
to fix prices on an industry-wide basis. 
Considerable support is being shown in 
Congress for bringing unions under anti- 


trust laws, from which they are exempt.- 


Industry-wide bargaining also 
would be restricted through other types 
of measures under consideration. This 


problem is most important in the coal 
industry. Congress may try to restrict 
industry-wide bargaining if it gets around 
to amending the Taft-Hartley Act ney 
year. It may, for example, give employey 
the right to decide whether to deal with 
unions through associations or by single 
firms. Congress tried to find the solution 
when writing the Act, but veered away 
from an outright ban on industry-wide 
negotiations. That may be the next step 
if big strikes continue, if John L. Lewis 
closes down the coal industry again, 

Mass picketing and violence o 
picket lines is another problem under dis. 
cussion. If outbreaks of violence in strikes 
continue, Congress may prohibit the ob. 
struction of plant gates and other mass. 
picketing tactics. 

Railway Labor Act changes may be 
enacted if any new strike threatens ip 
this industry. Some members of Congress 
want to make railroad unions subject to 
injunctions, the same as other unions 

















“WON'T THEY EVER LEARN?’ 
In an election year, new labor restrictions are remote... 





—smith in NEA Service, Ine. 
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under the Taft-Hartley Act. The Govern- 
ment had to use a 32-year-old wartime 
law as a basis for its recent seizure and 
injunction. Rail unions are powerful in 
Congress, however, and they may be able 
‘0 ward off a revision of the Railway 
Labor Act. 

Enforcement powers of the National 
Labor Relations Board also are being 
examined. Some members of Congress 
are threatening to turn enforcement of 
the Taft-Hartley Act over to the federal 
courts or to special labor courts as a pro- 
test against some recent Board decisions 
they consider to be prolabor and contrary 
to the intention of Congress. It is doubt- 
ful. however, that any move along this 
line will succeed. Congress probably will 
concentrate, instead, on revamping the 
make-up of the Board to bring more con- 
servative decisions. 

Union welfare funds are under study. 
The pension dispute in the soft-coal in- 
dustry brought demands that Taft- 
Hartley restrictions on welfare funds be 
strengthened. An NLRB decision order- 
ing employers to bargain with unions on 
pension questions added to pressures 
for further legislation on this point. A 
new coal crisis over pensions might bring 
an amendment this year, but, otherwise, 
the question will go over until 1949. 
There is a good chance, however, of new 
restrictions on welfare funds next year. 


' Congress also may free employers from 


necessity to bargain on the issue. 


“Union shop” elections may be 
eliminated from the Taft-Hartley re- 
quirements at this session, although this 
also is doubtful. The law now prohibits 
“closed shops,” under which only union 
members can be hired, but the “union 
shop” is permitted if a majority of 
workers in a plant vote for it in an NLRB 
election. Under the “union shop,” an 
employer can hire anyone he wishes, 
but all employes must join the union 
within a stipulated period. The NLRB 
is being swamped with requests for 
these polls, which are favoring the “union 
shop” in virtually all cases. Some mem- 
bers of Congress would like to eliminate 
the expense of these elections. Others 
believe it is necessary to continue the 
polls in order to give workers a voice as 
to their being required to join a union. 


DESIRE OF UNIONS 
TO AVOID STRIKES 


Many unions are showing a desire to 
avoid strikes whenever possible. In sev- 
eral instances lately strikes that seemed 
inevitable have been averted at the last 
minute. 

In railroads, a strike was. called off 
after the Government had obtained a 
temporary order restraining three unions, 
those representing engineers, firemen and 
switchmen. These unions took no chances 
of being convicted of contempt of court. 





—Harris & Ewing 


SENATORS BALL & TAFT 


. .. but economy-shaking walkouts might turn the trick 
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Two years ago, the engineers and train- 
men defied Government seizure of the 
roads for two days before ending a 
strike. 

This time, the three unions found the 
White House unwilling to grant conces- 
sions in last-minute efforts to mediate the 
dispute. President Truman made no move 
to go beyond the recommendations of a 
Government fact-finding board that had 
heard all evidence in the dispute. He ap- 
parently felt that effectiveness of the Rail- 
way Labor Act would be weakened if 
the White House helped the unions to 
obtain concessions beyond those recom- 
mended by the board. Concessions of this 
kind had been made under President 
Roosevelt, and the unions hoped they 
might be made again. After Mr. Truman 
stood firm, the unions withdrew their 
strike order, at least for the period of 
the injunction. 

Union officials, however, warned that 
the three unions would strike if the rail- 
roads were returned to private ownership 
without a settlement of the dispute. Army 
officials, placed in charge of the railroads 
under a presidential seizure order, indi- 
cated that they did not intend to negoti- 
ate an agreement with the unions. The 
Government first renewed its attempts to 
get the railroads and the unions to work 
out their own settlement, with the Gov- 
ernment to terminate its seizure as soon 
as a new agreement was completed. Again 
Mr. Truman seemed to be anxious to 
avoid upsetting the Railway Labor Act 
procedures by making concessions to 
the unions. 

Telephone unions indicate a desire 
to avoid strikes. The independent Com- 
munications Workers of America called 
off a walkout at the last minute and 
agreed with the New Jersey Bell Tele- 
phone Co. to arbitrate wage issues. Both 
sides agreed to accept the decision of 
arbitrators under State mediation pro- 
cedures in New Jersey. The CWA said 
it was willing to arbitrate its current wage 
disputes with other telephone companies 
in States where suitable machinery exists. 
Negotiations in any event are to con- 
tinue, CWA officials said, until the union’s 
national convention, opening June 6, can 
determine future policy on strike action. 

An offer to arbitrate another wage dis- 
pute was made by a rival telephone 
group, the CIO’s American Telephone 
Workers. This union, representing long- 
distance telephone operators throughout 
most of the nation, also offered to extend 
its expired agreement with the American 
Telephone and Telegraph Co. pending 
further negotiations. When offers were 
rejected by management, union officials 
said a strike was their only alternative. 

Stockyard workers in Chicago 
showed reluctance to join the long walk- 
out of their fellow CIO members in meat- 
packing plants. The stockyard handlers, 
voting to accept a 6-cent raise, called 
off a scheduled strike. National officers 
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Nine billion dollars! That’s what 13 million members of Home- 
town families in the 11 Western States spend every year. Because 
they live outside the 6 largest cities, they are influenced primarily 
by advertising in their Hometown Newspapers. Maximum reader- 
ship and coverage make the Hometown Daily Newspaper the best 
possible sales medium in this vast market. 





90 per cent of the total circulation of all daily 
newspapers in the Western States is confined to 
the trading zones in which they are published. 
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Aavertising in U. S. News & World Report is 
news .. . the management staffs, the production staffs, 
the men of science, engineering, sales, distribution, 
finance, transportation—these men are cover-to-cover 
readers because they must keep informed on national 
and international trends. 
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H. L. Behlke, Director of Advertising 
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Lalor Week 


of their CIO Packinghouse Worke, 
union, however, refused to ratify ¢ 
contract terms. Presumably the nation, 
officials objected because the settleme; 





was 3 cents less than the CIO had pn & 
jected in packing-house plants before tf 


strike began there March 16. 


AFFIDAVIT TROUBLES 
BESETTING WORKERS 


Troubles are increasing for unions thy 


refuse to file affidavits with the Govern. 
ment disavowing Communist Connections 
Not all these troubles are confined ¢ 
unions which number Communist syp. 


pathizers among their followers, Eye ff 
such right-wing groups as the CIO Ste¢.f 
workers are being hurt by failure to com. 
ply with this Taft-Hartley Act provision § 


Union contracts are not being x. 


newed by employers in many cases wher 


unions involved are unable to prove 


through an election conducted by thf 
National Labor Relations Board, that the; 


represent a majority of the workes 


These elections cannot be obtained by 


unions whose officers refuse to sign af- 
davits saying they are not Communit 


sympathizers. President Philip Munaf 
advised the Steelworkers’ convention laf 
week that steel companies will refuse tf 


renew contracts when they expire unles 
the Steelworkers file the affidavits, Mos 
of the big agreements run until net 
April 30, but about 500 smaller agre: 
ments expire this year. 

The convention then left it to tk 
union’s officers to decide whether th 
affidavits should be filed. Mr. Murray ani 
other officers are anti-Communist, bit 
have opposed signing the affidavits as: 
matter of principle. 

Strikes are being lost by some uniox 
largely because they have not filed thes 


affidavits. One such loss has just «ff 
curred at the Caterpillar Tractor Co, iff 
Peoria, Ill. The CIO Farm Equipmat 

Workers union was refused renewal of 
its contract because the union officers rf 
fused to sign the affidavits. A strike thal 
was called to force the company to gui} 


a new contract. 


This walkout, however, has been calle 


off by the union, without winning a ca 


tract. It was ended after the company af 


nounced that it intended to reopen th 
plant. A bargaining election ordered lj 
the NLRB was held the day before tt 
strike was terminated. This poll showe 
that the Farm Equipment Workers hii 
little support in the plant. The employs 


gave the most votes to the AFL Aut 
Workers, with the CIO Auto Workers mf 


ning second. The Farm Equipment unidt 
could not get on the ballot, but be 
asked workers to vote for “no umd 


Only about 2,100 of the approximate) i 
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11,000 ballots were cast for “no union.” 


in fourth place was the Machinists union. 
Since none of the unions received a ma- 
jority vote, a new election is to be held 
hetween the AFL and CIO auto unions. 

This apparently means that the Farm 
Equipment Workers, under the _presi- 
dency of Grant W. Oakes, has lost its 
chance of getting a new agreement at this 
plant. When one of the other unions wins 
a majority in the runoft elections, that 
union will have exclusive bargaining 
rights for the shop. Mr. Oakes’s group 
will be violating the Taft-Hartley Act if 
it calls another strike. 

Organizing new plants also is prov- 
ing difficult, if not impossible, for unions 
that do not qualify for NLRB elections. 
A steel company has refused to give the 
Steelworkers an agreement at a newly 
established mill, without an NLRB elec- 





-Mickey Pallas 
GRANT OAKES 


... lost chance for new agreement 


tion, This is true even where all other 
plants of the company are under contract 
with the union. The CIO Electrical Work- 
ers, also unable to get NLRB elections, 
has run into similar trouble. It has lost out 
in attempts to force the signing of con- 
tracts through strike action. 

Raiding by rival unions is another 
trouble facing noncomplying — labor 
groups. Mr. Murray told the Steelwork- 
ers convention that AFL unions are try- 
ing to invade the jurisdictions of CIO 
unions that fail to sign the affidavits. 
Several CIO unions also are raiding each 
other’s plants, signing up local unions 
that object to their officers’ refusing to 
sign the affidavits. Mr. Murray men- 
tioned that the die casters’ division of 
the CIO Mine, Mill and Smelter Workers 
has asked CIO to allow the die casters 
to transfer into a right-wing CIO union. 
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MODERN FACILITIES—Huge Diesel-powered Rocket Freights, that 
1 haul long trains of latest-design freight cars at express speeds, are 

just part of Rock Island’s fine physical equipment. 8,000 miles of 
improved right-of-way serve the freight-transport needs of 14 great 
states. And fine water terminals at Houston, Texas City and Galveston 
give fast through-service to export and import shippers. 














sentatives, whose experience totals 3,620 years, strategically 
located in 71 cities. In addition to giving you information on 
rates, routes and schedules, they are experts on packaging, marking 
and stowing methods. Get in touch with your Rock Island Freight 
Representative. Chances are he can give you money-saving suggestions. 


2 CAPABLE REPRESENTATIVES—Rock Island has 272 Freight Repre- 


J. W. Hill, Vice President-Freight Traffic 
La Salle Street Station, Chicago 5, Illinois 


“‘WORLD TRADE WEEK’ MAY 16-22, 1948 
“WORLD TRADE MAKES GOOD NEIGHBORS” 
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Treasury is no longer operat- 
ing with a cash surplus. 

Government financial opera- 
tions are losing their power to 
exert-a deflationary effect on 
the volume of money and credit. 

Tax cut and increased spend- 
ing for arms may lead to mild 
deficit financing in the fiscal year 
that begins July 1. 

Cash deficit appears certain in 
months immediately ahead. 


The cash surplus—the Government's 
major weapon against inflation—is be- 
ginning to disappear. U.S. Treasury 
cash transactions in April were about 
in balance. A balance is indicated for 
May. But in June, when the tax cut 
will first show in reduced Treasury 
income, a deficit is expected to appear. 

What this means is that the Treasury 
no longer is able to take more money 
away from taxpayers than it pays out 
for Government expenses. The outlook, 
in fact, is that the Treasury is about to 
start paying out more money to people 
than it will get from them in taxes. That 
means more spending money in the hands 
of buyers—perhaps more inflation. 

This prospect is developing because 
the Government’s outlays for foreign aid 
are beginning to step up at the same 
time that its cash income is dropping 
because of the cut in personal taxes. The 
Treasury is taking a smaller bite out of 
workers’ pay checks and will collect less 
money from other taxpayers on June 15 
and on each tax payment date thereafter. 
Later, cash spending will increase again 
when money goes out to buy more arms 
and, perhaps, to support larger armed 
forces. 

The money outlook, as it is being 
shaped by Government budget operation, 
is this: 

Cash spending in the fiscal year 
ahead—the year that begins July 1— 
promises to amount to at least $43,250,- 
000,000. If the arms program and the 
draft go through as planned, spending 
probably will jump to $44,600,000,000. 

Cash income in the same period is 
not likely to exceed $43,800,000,000. 
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WEAKENING REIN ON INFLATION 


Effect of Treasury’s Coming Cash Defici 


Result will be a very small cash sur- 
plus, or a small cash deficit, depending on 
the size of the arms program. 

In either event, the Treasury loses its 
power to manage Government finances so 
that people will have less money to spend 
and banks less money to lend. The best 
that Treasury officials and Budget Direc- 
tor James E. Webb can expect is that 
Government influence on inflation will 
be neutral. 

Immediately ahead, however, is a 
period in which the Treasury will con- 
tribute to inflation—will pay out more 
money than it takes in. This process is to 
start in June and will continue through 
December. 

In the July-December period—the first 
half of the next fiscal year—a cash deficit 
of at least $2,200,000,000 is indicated. It 
will be greater if defense spending is 
stepped up. Effect of this deficit will be 
the same as giving people $2,200,000,000 
more cash to spend or to save. One aim of 
the current savings-bond drive is to per- 
suade people to save. 

The significance of this trend is that, in 
the seven months ahead, Government 
cash operations will act as an accelerator, 
instead of a brake, on any forces for 
inflation. If private spending starts to 
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BUDGET DIRECTOR WEBB 
... the best he can expect is a neutral influence 















increase, if prices take another upwarj 
swing, the Treasury can only help thoy 
forces along. 

The opposite situation has pr. 
vailed for the last 10 months. In th 
period just past, the Treasury withdrey 
a huge amount of cash from the public 
That had the effect, first, of reducing § 
the volume of spending money in jp. f 
dividual pocketbooks, and, second, of § 
shrinking the credit base on which bank 
could make loans. Bank credit wa 
tightened when the Treasury used the 
surplus cash, taken from taxpayers, t 
reduce the volume of reserves in the 
banking system. 

To show what happened: 

The cash surplus from July, 1947 
through April, 1948, was approximately 
7,759,000,000. In other words, the pub- § 
lic gave $7,759,000,000 more to th 
United States Treasury than the Treas. 
ury paid back in operating the Gov F 
ernment. That had a powerful anti-n. F 
flationary effect. ; 

Most of this surplus, furthermore, piled 
up in the first three months of 1948. The 
cash surplus for the  January-Mard 
quarter of this year was $6,411,000,00 
That amounted to about 13% cents ¢ 
each dollar individuals received in that 
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No one guaranteed the Wright 
Brothers that their “box kite” 
airplane would fly... but it did! 
No one could be certain that the 
years of planning, the hopes and 
dreams, the effort, the hard- 
earned dollars would pay off in 
achievement... but they did! 





Once again, man’s willingness 
to venture had paved the way 
for progress. 


In a free land such as ours 
everyone plays a part in one 
venture or another. Some 
contribute ideas—men like the 
Wrights, Edison, Bell, Steinmetz, 
De Forest. Some carry out ideas— 
the managers and workers. Some 
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provide the necessary money 
for tools, factories, raw materials 
and wages—the investors. 


Of all these, the role of the 
investor is least known, least 
understood. The individual who 
sets aside part of his income for 
investment in industry is but 
one of millions of similar risk- 
takers, scattered through all 
walks of life, unorganized and 
unrecognized. Yet, without the 
venture dollars provided by 
these thrifty citizens, the nation’s 
production of goods could not in- 
crease, its standard of living 
could not rise. 


The New York Stock Exchange, 


(Brown Brothers photo of the Wright rothers 
first flight. Kittyhawk, N. C., December, 1903.) 





Nothing ventured... nothing gained! 


as the nation’s principal market 
place for investors, believes 
there is urgent need for a govern- 
mental policy—particularly a 
tax policy—that gives every indi- 
vidual an opportunity to save, 
and an incentive to put his sur- 
plus dollars to work for the bene- 
fit of all our people. 


New YORK 


STOCK EXCHANGE 











Investing 
is no 
parlor game! 





Today, no investor can afford to 


take a “hit-or-miss” attitude 
toward his investments. In addi- 
tion to keeping abreast of the 
m tket day by day, you, as an in- 
vestor, need a broad over-all per- 
spective on the outlook for secu- 
rities. The Security and Industry 
Survey is carefully designed to 
meet just that need. 

You'll find its 48 pages contain 
pertinent facts about 33 industries 
and over 300 
companies. 










SECURITY ayy | 





Added value: J t#00stay srapey | 
The exclusive wen cose nem 
Merrill . Lynch 


Price - Ratio 
Chart for each 
industry, show- 
ing at a glance ie 
how securities in individual fields 
compare with the market as a 
whole. 

More than that, the S & I Survey 
tells you how to form your invest- 
ment policy and gives you selec- 
tions of securities to meet individ- 
ual investment objectives. 

You won’t want to be without 
this valuable study. It will prove 
of genuine assistance now and in 
the future in “pin-pointing” your 
investments. Why not send for 
your copy today? No charge. Just 
address: 

Department S-8 


MEerRILL LYNCH, 
PERCE, FENNER & BEANE 


Underwriters and Distributors of 
Investment Securities 


Brokers in Securities and Commodities 
70 Pine Street, New York 5, N. Y. 
Offices in 95 Cities 
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three-month period. This operation had 
the expected results. 

The boom developed positive signs of 
leveling off in the early months of the 
year. There were even some strong indi- 
cations of a downturn. 

Bank loans to _ business 
steadily throughout this period. 

Consumer buying showed signs of 
stiffening, of resisting high‘ prices. 

Money supply—the basic source of 
inflation—was reduced. The decline in the 
amount of money in checking accounts 
and in currency totaled $6,500,000,000. 
By the end of March, the money supply 
was down to $107,200,000,000—just a 
shade above the figure of a year earlier. 

In brief, the Treasury was successfui 
in putting a brake on inflation during the 
fiscal year that is now ending. 

The period ahead holds no such 
promise. The Treasury will be pumping 
out cash, not drawing in cash, from now 
until December 31. A cash surplus is 
likely for the first six months of 1949, 
but that surplus will be less than half as 
large as the one piled up in recent months. 

The Government’s hold over inflation- 
ary forces is being broken. Restraint in 
the coming 12 months must be applied 
voluntarily by consumers and _ business- 
men, without help from the Government. 


DECLINE IN SALES 
OF SAVINGS BONDS 


The savings-bond drive appears to be 
getting off to a poor start. Daily Treasury 
statements indicate that during the first 
few weeks of the drive, more bonds were 
cashed in than were sold. The statements 
consolidate sales and redemptions for all 
series of bonds—E, F and G. 

Reports for April and the first 11 days 
of May show that savings-bond sales are 
not doing nearly so well as a year ago, 
when no organized drive was being con- 
ducted. Sales for April, 1948, were $100,- 
000,000,000 below April, 1947, and for 
the first 11 days of May were $1,500,- 
000 under those in the same period last 
year. Redemptions, on the other hand, 
are considerably above last year’s. 

The record of the savings-bond drive 
through the first 11 days of May is this: 

Sales totaled $391,718,000. 

Redemptions were $405,717,000. 

Result, in the early stages of the drive, 
is that the Treasury paid out $13,999,000 
more than it collected. 

Further analysis of the record indicates 
that the bond drive stumbled early in 
May. The drive opened April 15, and, 
for the remaining two weeks of that 
month, total sales of savings bonds were 
reported at $200,792,000, against re- 
demptions of $180,363,000—a net gain 
of $20,429,000. That gain reversed the 


declined 


a, 





trend of the first half of April, whe 
redemptions were running ahead of sale 
In the first 11 days of May, howeye 
bond redemptions took another jump, Ree 
demptions were $225,354,000, again 
sales of $190,926,000—a setback for th E 
period of $34,428,000. That Wiped oi} 
the net gain registered in April and 
placed it with net redemptions. 
The Treasury, as a result, is like 
to be disappointed with the current boy 
drive unless Vernon Clark, director of th, 
campaign, is more successful in cop. 
peting with high prices and an increy, 
ing volume of consumer goods for ; 
share of the people’s spending mong 
The tax cut, however, may prove to be; 

















—Harris & Ewing 
BOND SALESMAN CLARK 
... to offset tax cuts: Bonds 


factor in increasing bond sales in thf 
weeks ahead. Workers will have mo 
money in their pay envelopes. ’ 

In launching the bond drive at thi 
time, the Treasury is attempting to ofixth 
the effects of a decline in tax revenus> 
and an increase in spending. The idea ws 
to use savings bonds to attract money 0g 
of private bank accounts and to use tf 
proceeds to retire bonds held in the bak 
ing system. That would continue the prof 
ess of squeezing bank credit that has bea 
going on since last September, when lag 
cash surpluses began to pile up. 

To encourage saving instead of spett 
ing, Treasury Secretary John W. Snyde 
doubled the amount of E bonds—the pr f 
ular type of savings bond—that could hf 
bought by any one person in a yeat. Tk 
limit had been $5,000; now is $10,005 
No official goal was set for the drive, bi 
it was understood the Treasury hoped a 
realize from $2,000,000,000 to $3,005 
000,000. Indications to date are that th 
campaign will fall considerably short. 
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dots ABOUT ESTATE, GIFT-TAX CHANGES 
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The importance of changing many wills 
is becoming clearer and clearer as practi- 
cal aspects of the new rules on estate and 
sift taxes are studied. These studies are 
showing that considerable amounts can 
he saved on estate and gift taxes under 
the new tax law. Changes in the law ap- 
ply the principle of income splitting be- 
tween husbands and wives to these taxes, 
as well as to income taxes. 

Under the new law, 50 per cent of the 
property left outright by a husband _ to 
his wife, or by a wife to her husband, 
usually is freed of estate tax. This rule 
also applies to property left in trust where 
the surviving wife or husband has power 
to dispose of it at death or during her or 
his lifetime. This change is one of the 
main reasons why many wills are being 
revised to assure a saving on estate taxes. 


How should wills be changed to 
save taxes? 

Here, in simplest form, is how estate tax 
can be saved by changing a will: Suppose 
aman expects to leave an estate of $200,- 
000 and in his present will has provided 
for the estate to be placed in trust for 
use by his wife during her lifetime. After 
her death, the trust is to go to his chil- 
dren. She has no say on disposal of the 
trust fund, so a tax will have to be paid on 
his entire net estate after his death. Since 
he gets the usual deduction of $60,000 
for estate taxes, that means a tax on 
$140,000—on $200,000 less $60,000. 


Now, this will can be changed to save 
taxes—if tax saving outweighs other con- 
siderations. Suppose the husband decides 
to leave the entire amount to his wife, 
giving her full freedom to leave it to the 
children or otherwise to dispose of it. 
The 50 per cent marital deduction will 
apply, making $100,000 of the estate 
tax-free. From the remaining $100,000 
is taken the usual $60,000, leaving only 
$40,000 subject to estate tax. When the 
wife dies, however, a tax must be paid 
on the full amount of her net estate. 


Are taxes always saved? 

No, This saving on estate taxes is open 
only to married persons leaving property 
to each other. It does not apply to single 
persons or to those leaving estates to 
their children or to others. Also, the 50 
per cent deduction cannot be_ taken 
where property is not left outright to'the 
surviving wife or husband. Thus, the new 
“‘Inarital deduction” is not allowed where 
the survivor does not have power to 
dispose of the property as he or she 
wishes, or where interest in the property 
might terminate, such as in the case of 
remarriage, 
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Next, how are gift taxes saved? 

The new law brings in the income-split- 
ting theory here also. Only one half of 
the amount given by a husband to his 


. wife, or by a wife to her husband, now is 


subject to gift tax. This is true both in 
community-property States and in other 
States, and it reduces considerably the 
amount of the tax on large gifts. 


How much gift tax is saved? 

The amount saved éan be large. Take, for 
example, the case of a husband giving his 
wife $80,000. Half of that is tax-free, 
leaving $40,000. But everyone gets a 
lifetime exemption from gift taxes of 
$30,000. Also, up to $3,000 in gifts to 
each of any number of persons in any 
year is tax-free. Thus, in this case if 
the husband has not used up any of 
these exemptions, he would have to 
pay a gift tax on only $7,000—$40,000 
less $30,000, less $3,000. Under the 
old law, his tax would have been on 
$47,000, that is, the full $80,000 less 
the $33,000 exemption. Furthermore, 
gift taxes are figured on a rising scale, so 
that much higher rates would have ap- 
plied under the old law. 


What about gifts to others? 

Here, too, there can be a saving for mar- 
ried persons. For now, where a husband 
or wife makes a gift to a third person, one 
half of the amount can be treated as com- 
ing from each of them. This has the effect 
of increasing the amount of tax-free gifts. 


How much can be given tax-free? 

A husband or wife now can give $12,000 
a year tax-free to a son or daughter—or 
to anyone else—for 10 years, provided 
neither of them has used up any of the 
lifetime exemption of $30,000. Here is 
how it would work: 


One half of the $12,000, or $6,000, is 
considered as coming from the husband 
and the same amount from the wife. 
Against that $6,000, each gets an annual 
exclusion of $3,000 from gift tax. That 
leaves $3,000 to be applied against the 
lifetime exemption of $30,000, Thus, it 
would take 10 years for this exemption 
to be used up. If the same gifts were con- 
tinued after the 10th year, both husband 
and wife would have to pay a gift tax 
on $3,000 a year. 


When do the tax changes apply? 

The changes on estate taxes apply to 
estates of all persons dying after Dec. 31, 
1947. But the gift-tax changes are not 
retroactive to the first of the year. They 
apply only to gifts made after the new 
tax law was approved—April 2, 1948, 
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OF YOUR 


Freiijla Problems 


Whether you’re in the North, 
South, East or West... your 
freight moves efficiently via 
the strategically located 
Wabash to and through 
“The Heart of America.” 


You can save time...avoid costly 
delays... by choosing a Wabash 
route to by-pass the great termi- 
nals. Or, Wabash can “highball” 
your freight to these terminals 
directly. 


To get to the “heart” of your 
freight problems, just phone your 
nearby Wabash representative... 
and speed your freight to and 
through “The Heart of America.” 


C. J. SAYLES 
General Freight Traffic Manager 
St. Louis 1, Mo. 
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The rise in April may begin the third 





INDICATORS OF BUSINESS 


Home building has jumped to the 


highest rate on record and is giving 
strong new support to the business 
boom. 


Dwelling units started in April, as 


shown by the top chart, rose to 
90,000, up 29 per cent from March. 
That is a more-than-seasonal gain. 
The rate of starts in April was a 
third higher than a year ago. It 
apparently exceeds the rate in April, 
1925, the previous peak year. 


Result of the spurt in home building 


is to strengthen official estimates 
that 950,000 dwelling units will be 
started this year, compared with 
854,600 in 1947 and 937,000 in 
1925. Included in totals for April 
and estimates for 1948 are units in 
apartment buildings as well as sin- 
gle-family structures. 
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big upswing in home building since 
the war. The first, as shown by the 
chart, came in early 1946, when 
builders rushed to start construction 
before Government controls, taken 
off just after the war, were put back 
on. The second came in mid-1947, 
when remaining controls were taken 
off just as fears of a business reces- 
sion that year were vanishing. 


A change in sentiment among build- 


ers and home buyers may be the 
chief cause of the new rush to build 
homes. Falling commodity prices in 
January and February created a 
wait-and-see attitude. Sentiment 
changed in March and April as 
plans for Government spending for 
aid to Europe and national defense 
unfolded. Fear of higher prices, of 
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shortages and of new controls began 
to take hold. 

Key, however, to the future amount 
of home building lies in the fate of 
housing legislation now before Con- 
gress. On the one hand, the Taft- 
Wagner-Ellender long-range hous- 
ing bill aims at construction of 
1,250,000 homes each year for 10 
years. On the other hand, the Gov- 
ernment’s authority under Title 6 
of the National Housing Act to 
guarantee mortgage loans of pri- 
vate lenders expired on May 1. 
About a third of residential starts 
recently have been financed by 
loans insured by the Federal Hous- 
ing Administration under Title 6. 


- Inventories rose again in March. 


ACTIVITY 


The outlook, however, is that author- 
ity to guarantee loans will be re- 
stored even if the long-range hous- 
ing bill fails to become law. 

Mortgage-money supply for homes, 
old as well as new, has grown 
steadily since 1945, though veterans 
lately have been finding it harder to 
get loans. Savings and loan associa- 
tions, insurance companies and indi- 
viduals are making more new loans 
than a year ago. Commercial banks 
are making fewer. 

New construction of all types put in 
place in April was at a rate of 
$16,800,000,000 per year, 30 per 
cent above 1947. 

Construction costs, as a result, are 
still rising. 

Spending continues high generally. 

Department-store sales rose to 300 
on the indicator below in the week 
ended May 8, up 4 per cent. 


Personal income, a strong support 
to consumer spending, rose to a 
rate of $208,500,000,000 per year 
in March, up $800,000,000. 

Industrial production is rising again, 

Steel operations were scheduled at 

- 94.38 per cent of capacity for the 
week ended May 15, up from 91. 

Factory output rose to 200 on indica- 
tor below in week ended May 8, 
compared with 198.4 the previous 
week and 202 at the March peak. 

The upswing in home building is 
adding new strength to business 
activity. Private construction is join- 
ing with Government spending for 
national defense and foreign aid to 
underwrite the boom. 
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‘aie ecordak microfilming has done great things in the record- 
t for keeping world since May, 1928, when it first enabled a docu- 
id to : : 
sabi ment to “take its own picture.” 
_ In banks, for example, it has revolutionized check handling and bookkeeping 
1} | 1] operations . . . by substituting quickly made and photographically accurate 
vail and complete records for much of the slow, manual work formerly required. 
vy II 
HL In retail stores, it has banished the major job of itemizing bills... by enabling 
|| | the store to return original sales checks to the customer, yet retain a photo- 
Ht graphic record of every charge transaction. 
wee 
In railroad freight operations, it has turned the recording of inter-line way- 
bills at junction points into a speedy, completely accurate procedure . . . thus 
enabling clerks to copy waybills photographically, 40 a minute or more. 
Only a few examples, these, of how Recordak microfilming has revolutionized 
record-keeping since 1928. To survey its potential for your business, write for 
50 Billion Records Can’t Be Wrong.” It’s free. Recordak Corporation (Sub- 
sidiary of Eastman Kodak Company), 350 Madiscn Ave., New York 17, N. Y. 
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(Subsidiary af Eastman Kodak Company) 
originator of modern microfilming— 
and its application to business systems 






“Recordak”’ 1s a trade-mark * 














And then, I suppose, you lure him 
through the Canal to the West Coast! 


Judson: Well, that’s what I had in mind. It’s a 
great publicity gag to impress dealers. 


Chairman: But, Judson, how many times do I 
have to tell you that what we're trying to do is to 
build up a steady demand for our product. You 
can’t move goods without advertising continuity. 


Judson: But this fellow /ooks continuous—and 
Rome wasn’t built in a day, as the man says. 


Chairman: No, and a sound business isn’t built 
by ideas like this one. 
It’s done by selecting a 
good sound market like 
the 1,800,000 RED- 
BOOK families—with 
a record of having pur- 
chased products like 
ours regularly. They'll 


buy our product if we tell em how good it is 
—and keep on telling °em—every month in the 
year. Full pages every month cost only $44,100 
—that’s my idea of continuity! 

Have you ever figured out what it means to 
have the 1,800,000 REDBOOK families buying 
our product regularly? Quite a business, isn’t it? 
They've got SIX BILLION DOLLARS to spend, 
and the majority of them are under 35, so they 
spend it. Why don’t we start telling ‘em in 
REDBOOK. 


EDBOO! 


444 Madison Avenue, New York 22, N. Y. 





Trend of American Business 





24th and N Streets, N.W. 
Washington, D. C. 


The trend to watch in the period just ahead is what happens to credit and 
money supply. This trend may determine whether or not more inflation is due. 

Commercial banks now are notified that the Government will not try to 
tighten credit in the next three months. That's rather long-term notice. 

Treasury cash spending in this period will exceed cash collections. Cash 
operations of the Treasury, as a result, will act to increase the money supply. 

Personal tax cuts now in effect also may give consumer spending a fillip. 

The ground seems to be prepared for an expansion of money and credit in com- 
ing months. If expansion comes, more inflation, more pressure for higher prices 
is indicated. Government financial operations are about to reverse the influ- 
ence on business. Operations had tightened credit. Now they may ease it. 











To examine more closely what is going on in money and credit fields: 

Interest rates on Treasury certificates--one-year money--are to hold at 1% 
per cent through June and July. That is officially announced. 

Interest pattern set by the Government is not to change. That means about 
1 per cent on 90-day money, 1% on one-year money, 2% on bonds. 

Interest charges by banks on commercial loans are governed by Treasury 
rates. So business borrowers are notified to expect continued cheap credit. 

This policy announcement by Treasury Secretary Snyder surprised bankers. 
They expected a rise on certificates to 1% per cent, had even prepared for it. 
A higher rate had been urged as one way to keep credit tight, now that the 
Treasury could no longer use a cash surplus to apply a direct squeeze. 

The idea was to discourage borrowing by making it a bit more expensive. 











The policy announcement came on the heels of these other: developments: 

Business loans by reporting banks turned up in the week ended May 5 for the 
first time in many weeks. The increase amounted to $46,000,000. 

Consumer credit and mortgage credit are continuing in a rising trend. 

Inventory buying, largely on credit, sent business inventories to an all- 
time high by the end of March. Most of the rise was in retail inventories. 

Consumer buying continues to exceed levels of a year ago. 

These are all signs that the boom continues to show great strength. 
Treasury money policy, however, is a Sign that officials are not alarmed 
over these trends. It's a sign that Government financial managers are not nearly 

so afraid of more inflation as White House pronouncements would indicate. 
Finally, Treasury policy is a sign that inflation will get no brake from 
official headquarters at least for the next 90 days. 

















Congress likewise shows little concern over inflation possibilities. 

Tighter credit controls are not to be authorized at this session. 

Material. allocations are to remain on the present voluntary basis. 

Rationing and price control are getting no consideration whatever. 

Government spending is being increased rather than curtailed. 

The Joint Committee on the Economic Report finds no need for positive ac~ 
tion by the Government in any business field. The Committee consensus is that 
voluntary restraints by consumers, bankers and businessmen will be sufficient to 
prevent any renewal of the inflationary spiral that marked the last year. 











What's behind the official calm in regard to business prospects is this: 


Inflation, at least for the moment, appears to be losing some force. 


(over) 
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TREND OF AMERICAN BUSINESS--(Continued) 








Wholesale prices, generally, show a tendency to level out, not to rise. 
Grain prices are expected to drop if harvests are large, as expected. 
Consumer goods, except for automobiles, are much more plentiful. 

Living costs, as a result, are not rising very fast. There is some hope 
that abundant grain and plenty of goods may force a price dip later on. 

These trends however, developed after a period of extreme pressure on money 
and credit. In the January-March period, the Treasury surplus was huge and it 
was used to reduce money supply and tighten credit. That pressure is easing. 
Effects of the letup will not be apparent for several months. 


































Russian-American trade is running into political difficulties. 
Russia charges that the U.S. is discriminating against the Soviet area in 
trade policy. The added charge is made that this violates a trade agreement. 
U.S. position is that security requires more careful export screening. A 
clause in the trade agreement permits control over exports of military goods. 
U.S. export policy apparently gives broad interpretation to "military 
goods." Fact is that since March 1 all shipments to Europe require specific 
licenses. Effect of this procedure has been to reduce exports from the U.S. to 
the Russian-controlled area in Europe and to Russia herself to a trickle. 



























To show what has occurred in Russian-American trade: 
Exports to Eastern Europe licensed in March were a meager $5,500,000. 
Shipments to the same area last year averaged $40,000,000 a month. 

The figures appear to indicate that the Russian complaint has substance. 








A review of export policy with the Soviet sphere is being undertaken. 

Commerce Department, under a new Secretary, proposed to ease licensing by 
publishing lists of goods that could be exported to Russia more freely. 

A Cabinet decision, however, will have to determine the trade policy. 

Congress also insists on a voice in any Russian-American trade. 

It was Congress, in fact, that forced a tightening of controls over goods 
that were destined for Russia or any Russian satellite nations. Congress also 
wants to make sure that American aid will not go to any Western European country 
that ships military goods to the Russian sphere. ECA Director Paul Hoffman has 
given assurances that his policy will conform to the Congressional line. 
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Actually, the trade dispute threatens success of the ECA program. 
East-West trade in Europe is one base of the recovery plan. Trade in that 
area would enable Western Europe to depend tess on dollars for goods. 

U.S. trade policy toward Russia, if continued, will make ECA more costly. 

Some change in the present standoff thus is indicated--eventually. 

U.S. businessmen who get Russian orders, however, should apply for an ex- 
port license before trying to fill the order. That's about the only way, under 
present circumstances, of making sure that goods can be delivered, that U.S. 
firms will not get stuck with supplies made to Russian specifications. 



























Trade Agreements program is to be extended for a year, but modifications are 
probable. Tariff Commission and Congress may be given virtual veto power. 
Reconstruction Finance Corporation gets a six-year lease on life. RFC 
funds, however, are to be reduced and type of loans is to be restricted. 
Mortgage market will continue to get Government Support after Congress irons 
out differences over the housing program. Title 6 will be revived. 
Bulwinkle bill, giving antitrust exemption to railroad rate bureaus, has 
some chance of final approval. Administration attitude on the bill is split. 



































A long-range farm program will produce a lot of talk between now and elec- 
tion day. President Truman and Republicans in Congress both are bidding for 
farm votes. Upshot, however, is.likely to be price supports as at present. 
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A New Name for a PUBLIC SERVICE 





With the approval of its stockholders, the name of 


Columbia Gas & Electric Corporation has been changed to 


THE COLUMBIA 
GAS SYSTEM, INC. 


Since the Corporation divested itself of its 
electrical properties under the provisions 
of the Public Utilities Holding Company 
Act, the new name becomes more descrip- 
tive of the System’s functions in public 


service. 


The Corporation and its operating sub- 
sidiaries have long been known, unofficially, 
as the COLUMBIA GAS SYSTEM. Now, 
with the formal approval at the Annual 
Stockholders Meeting on April 29th at 
Wilmington, Delaware, the new corporate 
title becomes official. 
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COLUMBIA GAS SYSTEM serves 
1,000,000 homes, businesses and in- 
dustries with natural gas directly 
through its own distribution lines, 
and another 800,000 customers 
through wholesale deliveries to 
other utilities in cities such as Wash- 
ington, D. C., Cincinnati and Day- 
ton, Ohio. Last year the System de- 
livered 231 billion cubic feet of gas 
through some 31,000 miles of trans- 
mission and distribution lines. The 
System is even now preparing to de- 
liver by 1950 in excess of 300 billion 


cubic feet of natural gas annually. 


THE COLUMBIA GAS SYSTEM, INC. 


The Manufacturers Light and Heat Company 
Atlantic Seaboard Corporation 


The Ohio Fuel Gas Company 
Eastern Pipe Line Company Virginia Gas Distribution Corporation 


United Fuel Gas Company 
Big Marsh Oil Company 


SS a ey ae ea ee ee ee ey | 


hee gue 


Virginia Gas Transmission Corporation Central Kentucky Natural Gas Company Natural Gas Company of West Virginia 


Cumberland and Allegheny Gas Company 
Home Gas Company 
Union Gasoline & Oil Corporation 


The Keystone Gas Company, Inc. 


Amere Gas Utilities Company 
Binghamton Gas Works 
Virgini 


a ih 


& Oil Company 





Gettysburg Gas Corporation 
The Preston Oil Company 











More and more the State of Missouri 
is proving to be an advantageous 
location for industries. In outstate 


Missouri alone .. . not counting St. 
Lovis or Kansas City... 125 new 
manufacturing industries of a wide 
diversity were established in 1947. 
Missouri does not claim everything. 
But it may have just the advantages 
you are looking for in the location 
of a factory or branch. 

WRITE on your letterhead for a new 
Industrial Brochure full of Missouri 
facts and figures... or we will gladly 
furnish information on your particu- 
lar industry. 

MISSOURI DIVISION of 

RESOURCES and DEVELOPMENT 


Jefferson City, Mo., or 
1809 G. St. N.W., Washington, D.C. Dept.69-T 















COOL 
ALL DAY! 


CooL 
ALL NIGHT! 


Guest -controlled HOTEL 
gir conditioning 
. + Noiseproofing en n ox 
.-.and a radio 


ST. LOUIS 


in every room! 



















Special report on 


“HOW TO DO BUSINESS 
UNDER THE 
MARSHALL PLAN” 


This comprehensive report, just compiled by 
a well known Washington authority tells 


WHAT TO SELL 


items and quantities 


WHO TO SELi 


agencies, persons and missions 
WHERE TO SELL 
addresses and phone numbers 
Over 100 fact filled pages 
Price 7-50 per copy 
Send check or money order to 


E. K. GUBIN 


Room 1008 
740 11th Street, N.W., Washington 1, D.C. 
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; _News = Lines—__ 


Reg. U.S, Pat. O: 


What you as a businessman CAN and CANNOT , 
as a result of federal court and administrative decision, 


YOU CAN now get the revised form 
for amending your income tax declara- 
tion from your collector of internal reve- 
nue. Copies of the new Form 1040-ES, 
which reflects recent changes in the tax 
laws, have been distributed among re- 
gional collectors. Taxpayers owing in- 
stallments on their estimated tax on June 
15 usually will receive copies of the 
revised form through the mails. 


YOU CANNOT enter into an aircraft 
contract with the Government, involving 
more than $1,000 under the new aircraft 
procurement appropriation bill just ap- 
proved by Congress, without including in 
the contract a clause providing for rene- 
gotiation. This Renegotiation Act of 1948, 
which also covers subcontracts, provides 
for court review of disputed cases. 


* * * 


YOU CAN, in figuring the overtime 
of your workers under the Fair Labor 
Standards Act, usually disregard the few 
minutes that show up on employes’ time 
cards as a result of standing in line or 
walking between time clocks and places 
of work. The Wage-Hour Division of the 
Labor Department issues this ruling to 
remove confusion resulting from its recent 
statement that employers should not dis- 
regard fractional parts of an hour in com- 
puting working time of employes. 


* * * 


YOU CANNOT, as an exporter of gift 
packages, any longer ship a number 
of parcels for stockpiling in another coun- 
try against future orders of your cus- 
tomers. The Office of International Trade 
discontinues this five-month-old practice 
of multiple shipment by commercial firms 
in a move to prevent American goods 
from getting into the black markets of 
Western Europe. 


* * * 


YOU CANNOT expect to avoid pay- 
ing a gift tax on premium payments that 
you make on insurance policies belonging 
exclusively to your wife (or husband), 
if the payments are big enough to call 
for a gift tax. The U.S. Tax Court rules 
in one case, where a wife paid the pre- 
miums on her husband’s policy, that pay- 
ments could not be excluded from gift 
tax on the ground that the wife had an in- 
terest in the policy as her husband’s heir. 









YOU CANNOT use fin as freely 
heretofore in manufacturing tin plate a 
other products. The _ tin-conseryaiy 
order is amended by the Office of Donte 
tic Commerce to tighten restrictions , 4 
use and delivery of the metal, ‘ 









* * 


YOU CAN hereafter deal with af 
Office of Domestic Commerce in matin 
involving the Government's few remot 
ing controls over materials. The} 
partment of Commerce consolidates i 
Office of Materials Distribution yy 
ODC, which will carry out the con 
programs for tin, rubber, a 
cinchona bark and quinoidine, 











antimony 






YOU CANNOT, as an employer, jf 
required to give vacation pay toa 
instated veteran if he has not met } 
qualifying conditions established by ode 
tract between you and _ the veter 
union. A circuit court of appeals nik 
that the Selective Service Act does ym 
entitle a veteran to vacation beni 
under such circumstances. 
















* * * 





YOU CAN express an opinion a 
a proposed revision of the commer 
standard for fuel oils just made pi 
by the Bureau of Standards. The p 
posed revision, covering five grades 
fuel oil for various types of equipmefy 
is being submitted by the Bureau i 
consideration by producers, distributs 
and users. 













* * * 


YOU CANNOT expect any extensgi 
reductions in air-freight rates att 
time. The Civil Aeronautics Board, ! 
the first time, establishes minimum ri 
for air cargoes, pending further study. 








* * * 


YOU CAN, as an employer, probiiff 
be required to treat three or more 
ployes as a “labor organization” under! 
Taft-Hartley Act. The National Li 
Relations Board holds in one case t 
three employes constitute a labor & 
ganization within the new law’s =f 
tion. In this case, the Board reject 
petition filed by employes for a cole 
tive-bargaining election, because t 
had not filed non-Communist affdif 
as required by the Taft-Hartley Ac 




















Conclusions expressed in these paragraphs are based upon decisions and rulings 
courts and Government bureaus. In making their decisions, courts and bureaus coi 


many facts which, for reasons of space, cannot be set forth in detail. U.S. News & Wes 
Report, on written request, will refer interested readers to sources of this basic m 
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>> Signs are multiplying that recovery in Western Europe is gathering speed. 

Industrial production continues to improve generally. 

Transportation bottlenecks are no longer a serious problem. But more 
freight cars and locomotives could be used; many in use are over age. 

Jobs are fairly plentiful in most countries. But there still is much 
unemployment in Italy, Greece, Germany and Austria. 

Strikes are few and far between at the moment. But labor peace can't be 
expected to last long while inflation continues to hoist prices. 

Food isn't the problem it was a year ago. But it's still scarce. 

All in all, things aren't so bad in Europe. Point to remember is that 
Western Europe hasn't been sitting back waiting for the European Recovery Pro=- 
gram to come into being. There's a feeling of getting things done, of going 
forward. Progress has been especially marked this year. 

You see it in the main sinews--the steel mills, the mines, the farms. 
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>> In steel, British production is setting new records, as the drive for 
crucial scrap pays off. French output is gaining, may soon reach a rate 30 per 
cent higher than last year. Steel mills in Belgium and Luxembourg are more 
active. A good deal more German Steel will be turned out this year than last. 
Just how much depends on British-American agreement on steel and coal policy. 
There's still need for all the steel the U.S. can Spare this year. But 


next year and the year after may be a different story. The trend is there now. 
ny extensi ; 
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>> Coal shows the same picture. European production is climbing. Already 
there is less need for American coal. Last year, Western Europe took about 
54,000,000 tons of American coal. But this year, it's doubtful if more than 
25,000,000 tons will be needed. And, in 1949, much less will cross the Atlantic. 
er, probiill Western Germany, Britain and, especially, Poland are sending more coal 
yal into neighbors’ bins. What's more, French output is well above prewar averages. 
ional La Belgian production is at the prewar level and Dutch and Italian mines are near it. 
ne case U 
> 2? Crop reports from Europe continue optimistic, too. That's true not only 
rd rejeci} generally all over Western Europe but also in Russia. Grain from Russia still 
ne is moving to Western Europe in large quantities for this time of year. 
ist afidaige Grain crops in Argentina and Australia are big. And growing conditions in 
rtley Act the U.S. are favorable for another billion-bushel wheat crop. 

Wheat exports from the U.S. to Western Europe, in the new season starting 

ae July 1, probably will shrink, in view of larger European crops in prospect. 
zws & We 
asic mate 





(over) 
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WORLD COMMERCE-INDUSTRY-- (Continued) 


>> Easing food situation is undercutting Argentina's high selling prices. 

The world has been paying through the nose for Argentine food. 

Argentine wheat, for example, has been selling for almost twice as much as 
American. Grain shortages up until recently have been so severe that Argentina 
could get away with charging what the traffic would bear. 

But times are changing. Crop prospects are good almost everywhere. Bigger 
Supplies ahead are making prices shaky. 

Argentine corn recently was bought by the U.S. Army at the world price. 
That showed the Argentines were beginning to see the handwriting on the wall. 

Now, more American pressure is being applied on the price problem. It's 
important because Argentina is down as a leading source of food supplies in the 
European Recovery Program. Biggest items are wheat, corn, fats and oils, meat, 

ERP_ buying in Argentina this year may amount to nearly a billion dollars, 

Thus, the American taxpayer has a big stake in the prices the Argentine 
Government charges for these things. Buying Argentine products at world prices, 
rather than prevailing Argentine prices, might save ERP up to $200,000,000. 











>> Argentina's dollar shortage makes a powerful ally in the move to batter 
down her prices. This is tipping the scales in the United States’ favor. 

Big Argentine nest egg of dollars, built up during the war, has all but 
disappeared. A lot went for luxuries, a lot went for equipment for the Peron 
Five-Year Plan, now recognized as being too ambitious. 

Now, Argentina needs dollars badly. Her import restrictions show that. 

Easiest way to pick up dollars quickly is by playing ball with the U.S. on 
ERP. Also, it will take care of some embarrassing problems, such as linseed oil, 
A too-high price has stopped sales of linseed oil. Argentina has a tremendous 
surplus, is even filling petroleum storage tanks with it. Europe needs it. 

Probability is that Argentina's economic czar, Miguel Miranda, will soon 
be willing to modify his ideas on prices. In return, he probably will want to 
make sure Argentina can get U.S. products, such as steel, in short supply. 








>> Argentina stands to make plenty of dollars out of ERP. But this is not to 
say that American interests are going to benefit immediately as a result. 
Argentine import restrictions will stay for a while. They are directed 





especially against U.S. goods. 

Restrictions on dividend remittances from Argentina to other countries are 
not expected to be eased until her dollar position gets much better. 

But President Peron needs foreign capital for his ambitious schemes. de 
can be counted on to try to lure foreign capital into Argentina in the future. 





>> Foreign capital in Latin America gets little new protection out of the 
Bogota economic agreement, just now available in full text. 

The Latin-American countries did agree that foreign capital was needed and 
that it would flow more freely in their direction, if given a fair break. They 
agreed it should receive “equitable treatment" and that transfer of capital and 
earnings should not be restricted, except for good reason. Expropriated prop- 
erty should be paid for promptly and adequately. 

But then, most of the important countries reserved the right to play the 
game according to their own rules. This has been going on for a long time. 

Net result is that foreign investors in Latin America have gained little. 
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Life Around the World 


available 


1a 
ser [People can spend money in England, too; 
luxuries come high, but are 
LONDON 
pA PERSON HAS MONEY he can spend it 
vs lin London these days, in spite of the 


t. wany shortages and the strict rationing 
of essentials. Luxuries come high, but 
hey are available. 

An 8-ounce box of home-grown straw- 
yetries can be had for the equivalent of 
33.75. Or a smaller, French-type straw- 
erry is available in a 6-ounce box at $1. 
the first string beans of the season ap- 
yoach $4 a pound. Large bottles ot 
veaches in brandy are for sale also at $10 
1 bottle, For such items the prices are 
high, but no ration tickets or coupons are 
) required. 

Tourists who don’t bring their own 
cars or don’t want to bother about gaso- 
line restrictions can hire an automobile 
with chauffeur tor $2.50 an hour. It’s 
; perfectly legal, in spite of strict regula- 
il. fiions on the use of gasoline. 
iS Bread and cake are rationed and 
warce, Yet an acceptable centerpiece for 
| birthday party or a dinner party is in 
1 ight, It is a small ice-cream cake which 
0 costs $3.25. 

The householder is restricted techni- 
cally to $40 worth of repairs on his home 
cach year, with minor exceptions. But 
to ple can have his garden landscaped or 
build a new tennis court if he is willing 
0 spend $1,000 upward. Timber is ex- 
tremely scarce. But there are a few pre- 
lubricated, metal greenhouses on the 
market, 














are Inside the house, new curtains are dif- 
licult because ration coupons are issued 
or textiles and similar materials. Buying 
G tlothing usually takes all the coupons a 
D, family has, Yet, if one is prepared to pay 
ubout $4 a yard or more, he can find 
hwury materials that are highly accept- 

ble as curtains and draperies. 
Few price-controlled carpets are on the 
oil narket at the fixed rate of $80. But rug 
nerchants can supply secondhand Ori- 
hey fintal carpets from $600 upward. The 
and pine situation holds for furniture and 


trockery, There’s a secondhand boom in 
P~ —_ Binany lines. 
Conditions favor those with cash, too, 
e among newly married couples. Those who 
vant to buy or rent a medium-priced 
ome must wait and wait. Yet, if they 
e. ave $12,000 to $20,000. they can buy 
house for cash at an inflated rate, 
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Rent controls extend to furnished as 
well as unfurnished dwellings. But the 
loophole, so well known in the U.S., of 
getting an unfurnished place and buying 
the existing furnishings from the tenant 


or landlord, also is present in Great 
Britain. The inflated figure for the sec- 
ondhand furnishings runs from $1,500 
upward. C:& 


Japanese strikes are 
new and ingenious 


TOKYO 

HE LABOR LEADERS Of Japan’s compara- 

tively new trade-union movement are 
turning out to be quite ingenious. Some 
of the tricks they have come up with to 
get around General of the Army Douglas 
MacArthur’s ban on general strikes have 
confounded American labor experts and 
dismayed occupation officials, 

Remember that legitimate trade unions 
were banned in Japan for 10 years before 
the end of the war. After surrender, the 
Allied directive encouraging the forma- 
tion of democratic unions brought a rush 
of workers to organize. Now almost 
6,000,000 Japanese are members of one 
union or another. 

But, among them, they have only a 
handful of experienced labor leaders. 
These are the men who developed the 








techniques for work stoppages without 
violating the ban on general strikes. 

The “piston strike” is the most highly) 
developed of these devices designed to 
obey the letter but circumvent the spirit 
of General MacArthur’s directive. The 
system started with a dispute over wages, 
and it consists of widespread local strikes 
in which unions walk out for 24 hours. 
Never is a whole industry struck at one 
time, but the effect is to disrupt work 
just as much as if everybody put down 
his tools simultaneously. In fact, the “pis- 
ton strike” became so thoroughly devel- 
oped that it, too, is banned now, along 
with general strikes. 

The “piston strike” grew out of a host 
of other tricks for slowing down or stop- 
ping work, It also produced a lot of vari- 
ations. For example: 

The “stomach-ache strike” has caused 
trouble in a Jot of plants. Under this one, 
workers stay home in droves, each report- 
ing himself ill because of a stomach ach« 

The “safe-commuting strike” is another 
Dissatisfied workers arrive on the job late 
and leave a bit early—with the effect of 
upsetting all production. The excuse is 
that they are late because of the packed 
trains during the rush hours, and have 
to leave early to avoid danger in the 
rush-hour jams. 

“Food hunts” have practically closed 
down some plants, too. When this hap- 
pens the entire office staff decides, on the 
same day, that its members must lay oft 
and go to the country to forage for food. 

“Cleaning up the shop” has been an- 
other popular worker protest that stops 
short of a strike. When this happens 
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Atlas Corporation 


Dividend on Common Stock 


NOTICE IS HEREBY GIVEN that a 
regular quarterly dividend of 40¢ per 
share has been declared on the Com- 
mon Stock of Atlas Corporation, pay- 
able June 21, 1948, to holders of 
such stock of record at the close of 
business May 28, 1948. 


Wa ter A, PeTerson, Treasurer 
May 12, 1948. 
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workers in dispute with employers report 
on the job, but instead of doing their 
normal work they insist on spending the 
day cleaning up the place. It is a strike, 
and yet it isn’t. 

These various ruses for dodging the 
strike ban finally wound up in the well- 
developed “piston strike” of scattered, 
local walkouts. The idea was to accele- 
rate the frequency and increase the 
scope of these regional walkouts until 
they achieved the cumulative effect of a 
general strike. - 

The ban on “piston strikes” came after 
officials discovered where this type of 
walkout was leading. But occupation au- 
thorities still are worried. They’re trying 
to guess what quaint trick will be pro- 
duced next by Japan’s ingenious—and in- 
creasingly defiant—labor leaders. Ju: 


Argentine pawnshop 
is bank, store, friend 


BUENOS AIRES 

oo OF THE BEST WAYS to see a cross 

section of the people of Buenos 

Aires these days is to stroll through the 
Banco Municipal. 

One meets all Buenos Aires shopping 
for the thousand-and-one items that can 
be purchased in this department-store- 
style municipal pawnshop. 

Though the Banco Municipal’s retail 
store is 70 years old this year, it wasn’t 
until nine years ago that the city closed 
the last private pawnshop. Municipal 
authorities claimed money lenders were 
charging abusive rates. Since then the 
city has had a monopoly on the pawn 
business, 

The Banco charges 6 per cent semi- 
annually. In practice, it works out to 
less, because an article pawned is not 
only preserved against deterioration, but 
often is renovated to almost perfect con- 
dition. Many retailers even use the Banco 
as a source of supply. 

The five-story modernistic retail store 
rivals the city’s finest department stores. 
Orderly and attractive display cases, 
divided by corridors, take up most of 
the main floor. Actually, you can buy al- 
most anything in the Banco that is avail- 
able in a department store and all the 
merchandise is sold at auction. Every ar- 
ticle carries a description of its true con- 
dition and a base price at which bidding 
starts, and often an estimate of its real 
value. 

To make repurchase easier for the orig- 
inal owner, articles are secured at about 
half their value. If the borrower’s need is 
great, he may even pawn his goods at full 
value. Items are placed on sale after six 
months or a year. By tradition, the Banco 
never rejects a loan application. If you 
need it, you can get 25 cents for a torn 
and worthless old shirt, 














With inflation rising and the oe °° 
living pinching the average citiza fm 0 | 
Banco Municipal is becoming More py beli 
lar every day. During one day je [ 
10,000 customers came to buy, If pj lanc 
retail business in the city weren't jy 000 
ing as it is, the competition from the 
municipal pawnshop might wel] ye S2Y 
the department stores of Buenos § likel 

argu 
with 
likel 
r] ° use | 
Europe's air travel} \.:. 
- . It 
is fast—sometimes | ™ 
eratl 
2 H 

STOCKHY 
OMMERCIAL AIR LINES in Europe} to st 
been having a bad time of jt ing ¢ 
especially in England and Northen a 
rope, has disrupted schedules, Thi hour 
itself has annoyed passengers. But of 84 h 
things have contributed to the init 
Competing air lines have adopted di yet 
ent standards of operation. Disputes}, what 
arisen over the use of safety devices Tu 
top of that, there have been constani ervat 
ficulties at ticket counters, We 

A veteran traveler told me the ci ep 








day that he had spent three days qi aboarc 
flight that was scheduled to take 2 lig about 
and 50 minutes and he was still 12h 80 mir 
by boat from his destination-Opy to Cor 
hagen. In view of the air line’s pollg® Sum 
and handicaps, his comment pram am. B 
was too bitter: ) the do 

“If you’ve time to spare, then % get a | 
by air.” becaus 

Business travelers usually accept % to Stoc 
weatherman’s rulings without qué Air lir 
Their main complaint is that they 4§ bought 
get accurate information quickly ean spent, . 
to permit efficient use of lost time ceived 
layovers. Bp and tr 

Air lines and airports have dil at 10 
rules on ceilings considered safe for! I ex 
ings. While our ship hoy ered over OIE of the 
hagen’s fogged-in field during ¢™™% days, [ 
trip, the ship of another line wel! a cong 
a safe landing. We started dow. all line 
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1 th und control sent us away. An official 
. he, of the line explained that his company 
ea believed the ceiling was too low. 

— Disputes over the value of instrument 


bens landings are common. Some favor ground- 
— ME control approach, under which a man on 
ion a the field “talks down” the pilot. Others 
t : i, say that this method makes error doubly 
Well y », rl i ¢ bs 
"® ely. since two men are involved. Their 

Buenos 4; likely, since 


' argument is that the pilot, working alone 
with instruments in his cabin, is more 
likely to come in safely. Some lines won't 
use either system except in the most seri- 

‘avel ous emergency. 

It is difficult to book tickets and change 

mes routes, even at central offices for co-op- 

erating air lines. 
Here is the log of my flight from Berlin 






















STOCK 9 Stockholm, via Frankfurt (normal fly- 
Europe ing time, 8 hours): actual time in the air, 
- of it. 5% hours; waiting time at airports, 15 
Northem 


hours; boat travel, 18% hours; train travel, 
8% hours. But that is only part of the 
story. The total elapsed time for the en- 
tire trip was 108 hours. By days, this is 


lules, This 
ars. But of 
the irritat 


1 if 
sf abe 

; Fi — '&  Tuesday—Ordered tickets through res- 
Y Cevicts HE ervations office at Berlin. 
1 Constant 


Wednesday—Flew from Frankfurt to 
| Berlin, Found that additional reservations 
had not been made. Was booked for fol- 
lowing day. 
* Thursday—Uncertain weather. Air line 
said at noon it had seat for me on special 
flight, and asked me to rush to airport. 
Ruled off the flight because plane had to 
carry emergency load of gasoline. In eve- 
ning, boarded regular plane for Copen- 
hagen. Dined aboard, and fell asleep just 
as we landed back at Frankfurt. Fog had 
forced us back after we had covered 
about half the distance. 

Friday—Sightseeing at the airport and 
ticket offices. 

Saturday—Checked air lines at 8:30, 9 
and 11 a.m, for information on all pos- 
sible flights, Weather uncertain. Take-off 
set for 12:30, and air-line manager drove 
Fme to the field. Ticket office hadn’t in- 
formed me of direct flight to Stockholm, 
| my destination, and I missed vacant seat 
aboard that plane by 10 minutes. Took off 
take 2 hg about 1 p.m. Hovered over Copenhagen 
still 124% 30 minutes. Flew to Alborg. I took a ship 
ation—Cip™ to Copenhagen. 
ne’s proiig’ = ©Sunday—Arrived at Copenhagen at 9 
ent pri? am. Bus promised by the air lines not at 

) the dock, Carried luggage two blocks to 
, then tH get a taxi. Air ticket office wasn’t sure, 
because of weather, whether I could fly 
y accept F to Stockholm. Requested a railway ticket. 
out quel’ Air line questioned validity of ticket 
at the 4 bought in Berlin. It showed dollar amount 
iickly eu spent, After rate book was checked, I re- 
t time Ol ceived a rail ticket. Took boat to Malmo, 
_—} and train to Stockholm, reaching there 

ave dit at 10 p.m. 
sale 14 Texpect to go on flying. But, like most 
| over (i of the people traveling in Europe these 
ing 4" days, 'd be much happier if there were 
e well @ consistent standard of operation on 
1 dow. all lines, T. F. H. 
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~\AND THE BASQUE COUNTRY... 


The ultimate in beach fashions to the accom- 
paniment of the pounding Biscay... the Basque 
and sky-high underlands of the Pyrenees. 


Modern overnight and daylight train serv- 
ice from Paris, and in addition the French 
National Railroads offer train and motorcoach ‘- 
tours through the picturesque Pyrenees. Li 
Reservations for these tours can be made Lé y 
when your railroad tickets are ry, 
See your travel agent or write “7 8 
610 FIFTH AVENUE, NEW rs Ny Y. 
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This is under no circumstances to be construed as an offering of these shares for sale, or as an offer 
to buy, or as a Solicitation of an offer to buy, any of such shares. The 
offer is made only by means of the Prospectus. 
NEW ISSUE May 12, 1948 


800,000 Shares 
Southern California Edison Company 


Preference Stock, 4.56% Convertible Series 


($25 par value) 


The Preference Stock, 4.56% Convertible Series, is cumulative and 
is convertible into Common Stock of the Company at $28.50+ per 
share, taking the Preference Stock at $26.25 per share. The conver- 
sion ratio is subject to adjustment as described in the Prospectus, 


Price $26.25 per share 


Copies of the Prospectus may be obtained from any of the several under 
writers only in States in which such underwriters are qualified to act as 
dealers in securities and in which such Prospectus may legally be distributed, 
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Six official statements, five from Americans and one from 
the Russians, form the foundation of the new trend toward 
a world settlement, the turn away from “cold war.” 

First, U. S. policy toward Russia was defined on May 4 
in Moscow by the U.S. Ambassador, Lieut. Gen. Walter 
Bedell Smith, acting on instructions from Washington. 
Russia’s Foreign Minister, Vyacheslav M. Molotov, on 
May 9 delivered his country’s reply, agreeing to peace 
talks. General Smith answered immediately. In Washing- 


MAY 4: AMBASSADOR SMITH TO MR. MOLOTOV— 


On May 4 Ambassador Smith, before leaving for a short 
vacation in Western Europe, called on Foreign Minister 
Molotov and made to him, on behalf of the United States 
Government, the following oral statement: 

Two years ago during my initial conversation with Gen- 
eralissimo Stalin and yourself, I stated as clearly as possible 
my estimate of the inevitable reaction of the American people 
to the continuance of a policy by the Soviet Government 
which would appear to have as its purpose the progressive 
extension of the area of Soviet power. At that time I pointed 
out that it would be a grave misinterpretation of the funda- 
mentally pacific character of the American people to believe 
that they would not react strongly and vigorously to the pro- 
gressive domination by one country of its neighbors and the 
clear threat to the world community which such actions 
would imply. 

I emphasized at that time that the United States had no 
desire whatever to see the world divided into two major 
groupings, nor to divert a large part of its income to the 
maintenance of a military establishment which such a world 
situation would necessitate in elementary self-defense. It 
seemed apparent then that such a line of policy as that 
described would lead inevitably to a crystallization of the 
non-Soviet areas of the world, whose people would quite 
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ton on May 11, President Truman announced that U, §, dig 

policy toward Russia had not changed. Next day Secretary raat 

of State George C. Marshall defined U. S. policy at a press ernmen 

conference. President Truman dealt with the question to mak 

again at a press conference on May 13. siders 

Following are the six pronouncements on U. S.-Rus. § standin! 

sian relations. The three statements that were made in 1. TI 

Moscow are as given out with explanatory first paragraphs national 

by the U. S. Department of State in Washington. months 

ing maj 
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: domestic 

understandably feel themselves progressively threatened by § would i 

such developments, It seemed also inevitable in such a cay f States t 

that the United States, as the strongest nation in this com } people | 

munity, would be forced to take a leading part in this move. § foreign | 

ment and to divert a large portion of its energy, which by — Simile 

preference our people would prefer to utilize for assistance § Zations | 

in the reconstruction of the ravages of the war, to the mais. § t the ef 

tenance of a military establishment adequate to meet the § States w: 

developing world situation. It is hoy 

Unhappily the apprehensions I felt at that time have ff chances 

been realized. economic 

Since that date, Soviet policies in Eastern Europe have J and time 

produced the reaction which was predicted. The situation § prognost 

which has resulted is obviously one of great seriousness. nomic cr 

The European community and the United States hav § capacity 

become alarmed at the implications of Soviet policy, and ar f treign y 

drawing closer together in mutual self-protection, but only [t mu 

in self-protection. affairs in 

It is for this reason that my Government desires me to out: 
line to you with complete clarity and frankness the positia 

of the United States Government. 

There should be no mistake about the determination of tk PMAY 9 
United States to play its part in these co-operative movement 

for recovery and self-defense. The concern and the determin: The fo 
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tion of the people of the United States have been intensified 

by the inexplicable hostility of the Soviet Government to the 

Furopean Recovery Program—a measure which in its incep- 
ches tion and subsequent development is so obviously only a meas- 

ure of American assistance for reconstruction on a co-operative 
Basis without menace or threat to anyone. 

The situation which has been produced by the actions of 
the Soviet Government or by political groups obviously under 
its control, and the natural and inevitable reaction on the part 
of other countries, including the United States, to these actions 
is obviously one of great seriousness. 

: My Government has no idea what conclusions the Soviet 
USSIQ F Government has reached concerning the present attitude of 
the United States. It has noted that the picture of this attitude 
sven by the Soviet press is dangerously distorted and errone- 
US. a Whether, or in what degree, the members of the Soviet 
etary F Government themselves believe this distorted version my Gov- 
press fF onment has no means of estimating. For this reason I wish 
stion ff to make plain certain points on which my Government con- 
gders it extremely important that there be no misunder- 
-Rus. standing at this time. 

Je in |, The policies of the United States Government in inter- 
raphs national questions have been made amply clear in recent 
months and weeks. They have the support of the overwhelm- 
ing majority of the American people. They will continue to 
he vigorously and firmly prosecuted, 

It would be a grave error if others were to assume that 
domestic considerations, such as the forthcoming elections, 
oned by — Would in any way weaken the determination of the United 
. § States to support what it believes to be right. The American 


1 a Case 
.is com. | people have always known how to separate domestic and 
5 move. § foreign policy at the proper moment. 


hich by @ Similarly, my Government is aware that Communist organi- 


‘sistance: | zations here and there have been disseminating propaganda 
e maip. & te the effect that a forthcoming economic crisis in the United 
reet the & States will soon produce a radical change in American policies. 

lt is hoped that no one will be so foolish as to forfeit the 
1e have @ chances of progress toward world stability for the sake of an 


economic prognostication which has been proven wrong time 
pe have Pand time again. Even those who presist in believing such a 
situation § prognostication must, at the very least, realize that an eco- 
ess, nomic crisis would not affect in any way our basic productive 
es have § capacity nor our concept of the basic factors underlying our 
and ar — ‘foreign policy, 

yut only @ It must be emphasized that the present state of world 
afairs involves issues which the people of the United States 
2 to out 


consider to be vital to United States national security and to 
world peace. No one should deceive himself as to the serious- 
ness of United States policy with respect to these issues. 

2. On the other hand, my Government wishes to make it 
unmistakably clear that the United States has no hostile or 
aggressive designs whatever with respect to the Soviet Union. 
Assertions to the contrary are falsehoods which can result 
only from complete misunderstanding or malicious motives. 
United States policies have been so devised that they cannot 
possibly affect adversely the interests of a Soviet Union which 
seeks to live at peace with its neighbors and to refrain from 
attempts to exercise undue influence, directly or indirectly, 
in their affairs. , 

In fact, many of the elements of United States foreign 
policy to which the Soviet press takes such strong exception 
today would never have come into existence if it had not been 
necessary for the United States to aid other countries to de- 


‘fend their own political integrity from attempts, on the part 


of Communist minorities, to seize power and to establish 
regimes subservient to foreign interests. Should these attempts 
cease, the necessity for some of the manifestations of United 
States foreign policy, which are apparently unwelcome in 
Moscow, would cease with them. 

The present state of United States-Soviet relations is a 
source of grievous disappointment to the American people 
and to the United States Government. As far as we are con- 
cerned, it represents a painful and undesired alternative toward 
which we have been driven, step by step, by the pressure of 
Soviet and world Communists policy. We still do not despair 
by any means of a turn of events which will permit us to find 
the road to a decent and reasonable relationship between our 
two countries, with a fundamental relaxation of those tensions 
which today exercise so unhappy an influence on international 
society everywhere. As far as the United States is concerned, 
the door is always wide open for full discussion and the com- 
posing of our differences. 

My Government earnestly hopes that the members of the 
Soviet Government will not take lightly the position of the 
United States Government, as here expressed. They have it in 
their power to alleviate many of the situations which today 
weigh so heavily on all international life. It is our earnest hope 
that they will take advantage of these possibilities, If they do, 
they will not find us lacking in readiness and eagerness to 
make our own contribution to a stabilization of world con- 
ditions entirely compatible with the security of the Soviet 
peoples. 
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The following is an English translation of the statement of 
‘Foreign Minister Molotov to Ambassador Smith on May 9: 

The Soviet Government has familiarized itself with the 
declaration of the Ambassador of the United States of America, 
Mr. Smith, dated May 4, 1948, in connection with the present 
state of Soviet-American relations. The Soviet Government 
es the desire, expressed in this statement by the Govern- 
ment of the United States of America, to better these relations, 
and is in agreement with the proposal to proceed with this 
aim towards a discussion and settlement of the difference 
existing between us. 

At the same time the Soviet Government considers it neces- 
Say fo state that it cannot agree with the Government of the 
United States of America that the reason for the present un- 
satisfactory conditions of Soviet-American relations and the 
lnsion in the international situation is the policy of the Union 
of Soviet Socialist Republics in Eastern Europe and the in- 
= influence there of the Union of Soviet Socialist Re- 

cs. 


MAY 21, 1948 


MAY 9: MR. MOLOTOV TO AMBASSADOR SMITH— 


As concerns the relations of the Union of Soviet Social- 
ist Republics with bordering as well as other countries of 
Europe, the Soviet Government notes with satisfaction that 
in fact these relations following the war have significantly 
improved. 

As is known, this has found expression through the con- 
clusion of treaties of friendship and mutual assistance between 
the Union of Soviet Socialist Republics and these countries 
which are directed exclusively against the repetition of aggres- 
sion on the part of Germany and its possible allies and which, 
contrary to the statement of the Ambassador of the United 
States of America in Moscow, Mr. Smith, do not include 
any secret protocols. The countries overrun by German ag- 
gression are particularly interested in the conclusion of these 
agreements. 

It is common knowledge that the United States of America 
also is carrying out the policy of strengthening its relations 
with bordering countries, for example, with Canada, Mexico, 
and also with other countries of America, and this is fully 
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understandable. It is likewise understandable that the Soviet 
Union also is conducting a policy of strengthening its relations 
with bordering and other countries of Europe. The Union of 
Soviet Socialist Republics will pursue in the future as well 
its policy of strengthening friendly relationships with these 
countries of Europe. 

In the declaration of the Government of the United States 
of America it is stated that certain of the external political 
measures of the United States of America in other countries, 
which have evoked the dissatisfaction of the Union of Soviet 
Socialist Republics, are explained by the excessive influence 
ot the Union of Soviet Socialist Republics in the internal 
affairs of these countries. The Soviet Government is unable 
to agree with this kind of explanation. 

In the countries of Eastern Europe which are under con- 
sideration, following the war, as is well known, there took 
place serious democratic reforms which are a means of defense 
against the threat of a new war and which created favorable 
conditions for the growth of friendly relations between these 
countries and the Union of Soviet Socialist Republics. It would 
be absolutely incorrect to attribute the democratic reforms 
which have taken place here to interference of the Soviet 
Union in the internal affairs of these countries. This would 
mean ignoring the indubitable fact that the above-mentioned 
reforms are a natural result of the victory of democratic forces 
over Nazism and Fascism and are regarded by the peoples of 
Eastern Europe as guarantees against the threat of a new war. 
In this connection, the emergence of Communists in positions 
of leadership is completely understandable, since the people 
of these lands consider Communists the most effective fighters 
against a new war. 

No one has the right to dispute the fact that the carrying 
through of democratic reforms is an internal affair of each 
state. However, from the above-mentioned communication of 
the Government of the United States it is clear that it holds 
another viewpoint and tolerates on its own part interference 
in the internal affairs of other states which cannot but call 
forth serious objections on the part of the Soviet Government. 
Events in Greece are not the only example of such interference 
in the internal affairs of other states. _ 

The Government of the United States of America explains 
the present unsatisfactory state of Soviet-American relations 
also by the position of the Soviet Government on the question 
of the so-called European Recovery Program. 

At the same time it is absolutely clear that if the question 
of the economic recovery of the European countries had been 
set up, not as has been done in the indicated program, but on 
the basis of normal conditions of international economic co- 
operation within the framework of the United Nations organi- 
zation and with the necessary regard of the national rights 
and sovereignty of states, there would be no reason for the 
Union of Soviet Socialist Republics’ negative attitude toward 
the ERP, all the more since the Union of Soviet Socialist 
Republics, as one of the states which suffered most, economi- 
cally, in the war, is fully interested in the development of 
postwar international economic co-operation, 

At the same time the Soviet Government thinks it necessary 
to state that the present unsatisfactory condition of Soviet- 
American relations and the tense state of the international 
situation are the result of the recent policy of the Government 
of the United States of America. 

The creation of such a tense situation has been fostered in 
the first place by such steps of the Government of the United 
States of America as the increasing development of a network 
ot naval and air bases in all parts of the world, including terri- 
tories adjacent to the Union of Soviet Socialist Republics, 
about which the press and a series of official representatives 
of the United States of America frankly declare that the 
establishment of these bases has the aim of the encirclement 
of the Union of Soviet Socialist Republics. Such measures 
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cannot be explained by the interests of self-defense, It jg like MAY ‘ 
wise impossible to overlook the fact that the present atm, 
phere of international relations is poisoned by warlike threay ff After 
of all kinds directed against the Union of Soviet Socialis Walter E 
Republics, issuing from certain circles closely connected wit E which ac 
the Government of the United States of America, In contyff At the 
to this, the Soviet Government is conducting a Consistent} commen 
peaceful policy with respect to the United States of Americ. of Unite 
and other states, is not establishing military bases jn athe warlike | 
countries and is not emitting any kind of threat toward an. fEwas refu 
one at all. aggressiV 
Further, there was recently formed a military union ifthe draw 
Western countries, including England, France, Belgium, Hythe supp’ 
land and Luxembourg. At a time when all the treaties of was a di 
mutual assistance concluded by the Soviet Union with thfphad been 
Eastern countries, as well as with England and France, haye Soviet Sc 
as their aim the prevention of a new aggression on the part off disbelieve 
Germany and are not directed against any allied state, th phrasing 
newly founded military alliance of the five Western state Deputy 1 
as is clear from the treaty, has in view not only Germany bf The U1 
may equally be directed against those states which wer regard to 
allies in the second World War. In all the English, Freng, pletely u 
and American press it is openly said that this union program 
directed against the U.S.S.R. Furthermore, it cannot } United Si 
overlooked that the formation of the stated military unio and indee 
was possible only thanks to the patronage of the GCovemf tween the 
ment of the U.S.A. It is clear that the military treaty dBbors butt 
the five Western states can in no way be regarded as fully fami 
treaty of self-defense. Czechoslo 
The unfriendly character of the policy of the Government paris and 
of the U.S.A. with regard to the U.S.S.R. has its effect alo immediate 
in the realm of Soviet-American commerce. In accordance and [Prem 
with the commercial agreement concluded between our ty my own 
states, the Government of the U.S.A. is obliged not to appl thought ar 
in regard to the export of goods from the U.S.A. to thlfof its Ma 
U.S.S.R. any more burdensome regulations or formalities thafBhad seen r 
are applied in regard to any third country, However, theffinto powel 
policy now conducted by the Government of the USA 
ignores this obligation and is in complete contradiction to the 
Soviet-American commercial agreement, setting up discrini- 
nation in regard to the U.S.S.R., regardless of the fact tht}MAY 11 
the U.S.S.R. is fulfilling in good faith its obligations unde 
the afore-mentioned agreement. As a result, therefore, th with re} 
export into the U.S.S.R. of American goods is disruptelBpascador § 
goods on which the U.S.S.R. has paid deposits or eveiffit was felt 
the full cost, a fact which injures the American firms comBof the Eur 
cerned as well. The intolerability of such a situation iff, policy a 
completely evident. Congress c 
At the present time the Government of the U.S.A. declattant that ¢ 
that the United States has no hostile or aggressive intentiolithe minds 
with regard to the U.S.S.R., and expresses the hope of tof this Goy 


























possibility of finding a way to the establishment of good a Acordin 

reasonable relations between our two countries, together Wilifinteryiew y 

a fundamental relaxation of the tension in international refs eoyld be 

tions, and expresses its readiness to co-operate in such States with 

stabilization of world conditions as would correspond as We unfortunate 

to the interests of the security of the Soviet people. current pro) 
The Soviet Government can only welcome this declaratit 

of the Government of the U.S.A., for, as is known, it hi 

always carried on a peace-loving policy and one of collabor 

tion with regard to the U.S.A. which has always met wi MAY 12: 

unanimous approval and support on the part of the peopl 

of the U.S.S.R. The Government of the U.S.S.R. declares til wit, reg: 

in the future as well it intends to carry out this policy wii Foreign Mit 

complete consistency. definite pur 
The Soviet Government also expresses the hope for to og publicity 

possibility of finding the means to eliminate present dist factions ang 


ments and to establish between our countries good relatii ber of such s 
which would correspond to the interests of our peoples 4 campaign be 
well as to the consolidation of universal peace. important to 
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ver, thelf into power by illegal means and against the will of the ma- 
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MAY 9: AMBASSADOR SMITH TO MR. MOLOTOV— 


After hearing Mr. Molotov’s reply on May 9, Amassador 
Walter Bedell Smith made the following additional comments, 


4t the conclusion of Mr. Molotov’s statement I said I would 
ament briefly. With regard to remarks about “development 
Americ: & of United States bases, our policy of encirclement and our 
Bwarlike threats,” I had only to say that our entire history 
efutation of any suspicion of a policy which involved 
aggressive War. As I stated during our previous conversation, 
the drawing together of the Western European countries and 
n, Ho. Pthe support which was being given them by the United States 
was a direct reflection ef the apprehensions and fears which 
ith thPhad been aroused by the expansionist policy of the Union of 
Soviet Socialist Republics, and that while I had no right to 
part of disbelieve his statements, I could not refrain from para- 
ite, the phrasing Mr. Vishinsky’s comment [Andrei Vishinsky, Soviet 
-state(f Deputy Foreign Minister] that facts spoke for themselves. 
any buf’ The United States was secure in its honesty of purpose with 
h wer regard to ERP. Our people were, as stated previously, com- 
Frencif{ pletely unable to understand implications placed on that 
nion is program by the Union of Soviet Socialist Republics. The 
not bef United States appreciates and fully understands the desire 
’ uniolf and indeed the necessity of close and friendly relations be- 
Govem§ tween the Union of Soviet Socialist Republics and its neigh- 
eaty df bors, but that here again facts spoke for themselves, and I was 
d as fully familiar with events which followed the acceptance by 
Czechoslovakia of the invitation to the ERP conference in 
nmen Paris and subsequent reversal of this acceptance during the 
ect alsiftimmediately following visit of [Foreign Minister Jan] Masaryk 
ordancff and [Premier Klement] Gottwald to Moscow. A country like 
our twifmy own which permitted complete freedom of political 
o appli thought and expression did not oppose Communism because 
to thefof its Marxian ideology but purely and simply because we 
ies thaBhad seen repeated instances of Communist minorities coming 


jority of the population in the countries referred to. The 
United States remained convinced that these minority 
coups d'etat would have been quite impossible without 
the moral and physical support of the Union of Soviet 
Socialist Republics. 

With respect to trade agreements, there was nothing the 
United States would like better under conditions of reasonable 
and honest understanding than to participate in expanding 
trade with the Union of Soviet Socialist Republics and to con- 
tribute to the economic recovery of the Soviet states which 
had suffered during the war. If proof were desired of our 
previous feelings in this respect it could be found in fact 
that under Lend-Lease we had shipped to the Union of Soviet 
Socialist Republics enormous values in basic industrial plants 
which when shipped obviously would not be in production 
in time to contribute to the war effort. Our change in 
views with regard to trade was again a direct reflection 
of the Soviet expansionist policies referred to in my _ pre- 
vious conversation. 

I did not wish to indulge in a contest of words which might 
be interpreted as the “pot calling the kettle black,” but I had 
recently reviewed some of our past agreements with the 
Union of Soviet Socialist Rpublics, particularly the Roosevelt- 
Litvinov agreement, and that I would remind him of what 
I am sure he already knows, i. e., that the only provision of 
this agreement which had not been violated by the Union of 
Soviet Socialist Republics was that permitting the presence 
ot an American clergyman in Moscow. 

However, these were matters which it would be profitless 
for us to pursue to the exclusion of the major issues, I had, 
I believed, made completely clear the policies of the United 
States and the reasons which prompted the adoption of these 
policies. I appreciated Mr. Molotov’s statement of the policies 
of his Government, which I would communicate at once to 
Washington. 
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ore, ti § With regard to the recent exchange of views between Am- 
sTUupteBbassador Smith and Foreign Minister Molotov in Moscow, 


1 eeRit was felt by this Government that in view of the adoption ' 


ns COlBof the European Recovery Program as a definite expression 
ation of policy and of the President’s recent recommendations to 
Congress concerning the military establishment, it was impor- 
declarsf tant that there should be no misconception or confusion in 
tentil the minds of the Soviet Government concerning the position 
> of thiRof this Government, 
ood aif Accordingly, Ambassador Smith was directed to seek an 
ier Wi'@interview with Mr. Molotov in order to set forth as clearly 
ral relifhas could be expressed the policies and purposes of the United 
such ‘States with regard to the Soviet Union, and thus avoid any 
as Wf unfortunate misunderstanding in view of the character of the 
current propaganda statements, 
slaratis 
, it has 





The statement made by Ambassador Smith represented no 
new departure in American policy. It was a reiteration of the 
American position as it has been repeatedly expressed both 
publicly and privately. 

The two salient points of the statement made by Ambassa- 
dor Smith were these: 

“The policies of the United States Government in 
international questions have been made amply clear in 
recent months and weeks, They have the support of the 
overwhelming majority of the American people. They 
will continue to be vigorously and firmly prosecuted.” 

“On the other hand this Government wishes to make it 
unmistakably clear that the United States has no hostile 
or aggressive designs whatsoever with respect to the 
Soviet Union.” 
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With regard to General Smith’s confidential interview with 
Foreign Minister Molotov, this was directed towards a very 
(efinite purpose. There had been in this country a confusion 
of publicity and of statements or speeches, relating to our 
actions and our attitude toward the Soviet Union. The num- 
ber of such statements would probably increase as the political 
campaign becomes intesified. It was therefore felt to be highly 
umportant to distinguish in the minds of the Soviet Govern- 
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MAY 12: SECRETARY MARSHALL TO THE PRESS— 








ment between such statements and the definite policy of this 
Government, which remains unchanged. 

Since our basic purpose was to reaffirm the formal position 
of this Government and to distinguish it from the mass of 
unofficial statements, our responsibility was to make clear 
the position of the United States Government, and of the 
United States alone. 

General Smith did not ask for any general discussion or 
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negotiation. We have had a long and bitter experience with 
such efforts. 

This Government had no intention of entering into bilateral 
negotiations with the Soviet Government on matters relating 
to the interests of other governments, The discussion of any 
proposals in regard to outstanding issues which the Soviet 
Government may have in mind, must, as a matter of course, 
be conducted in the body charged with responsibility for 
these questions. 

What we want is action in the fields where action is pos- 
sible and urgently necessary at the present time. I refer to 
the matters before the Security Council and other United 
Nations bodies, such as the situation in Korea, questions 
before the Allied Control Council in Berlin and the Austrian 
treaty negotiations, where the utmost of difficulties have 
arisen and stalemates generally resulted. 

It would be very unfortunate if an attempt were made to 
sit down at a table and enter into general discussions and 
have the discussion result in failure to reach agreements, or 
result in disputes over the obligations which might be under- 
taken in such agreements. That would do the world great harm. 

We cannot afford a continuation of such failures. What 
we must have is successful action where such action is now 
sorely needed. 


(A partial transcript of the remainder of Secretary Marshall's 
press conference follows.) 

Mr. Secretary, do you plan to send any further information 
or note or statement to Mr. Molotov on this subject? 

Secretary Marshall said that he had nothing in mind on 
that, not at the present time. 

Mr. Secretary, should the Russians give tangible evidence 
of being willing to enter into negotiations in a spirit of com- 
promise and harmonization, would the U.S., in consultation 
with the other great powers, be willing to do likewise? 

Yes, of course, they would, the Secretary said, assuming 
that specific proposals were involved and not merely general 
discussions. That, he continued, merely affirms what the Presi- 
dent has already said and what has been our policy throughout 
as to continuing negotiations, but they must offer a practical 
possibility of getting us somewhere. 

Sir, is that what was meant by the statement that the door 
is always wide open? 

He said that that was exactly what had been meant by that, 
and that in our statement it was a reaffirmation of what the 
President had already said. 

Sir, is there any thought at all in yours or this Government’s 
mind for a two-power negotiation with the Russians, with the 
Soviet Union, on international problems other than ones that 
directly affect the two of us? 

None whatever, he replied. 

Sir, what did you mean by saying that confusion of state- 
ments would increase as the campaign intensifies? Did you 
mean the U.S. political campaign? 

Yes, he said. 

Mr. Secretary, regarding the Soviet-American question 
again, is it now your view that it is up to the Soviet Union to 
take the initiative or any other steps along these lines? 

He replied that it went much further than that. For example, 
Secretary Marshall recalled, in Foreign Minister Molotov’s 
statement he had said: “The Soviet Government can only 
welcome this declaration of the Government of the U.S. A., 
for, as is known, it has always carried on a peace-loving 
policy and one of collaboration with the U.S.A. which has 
always met with unanimous approval and support on the part 
of the peoples of the Soviet Union. The Government of the 
U.S.S.R. declares that in the future as well it intends to 
carry out this policy with complete consistency.” 

Now, the Secretary commented, without any regard to the 
past and only with reference to the future, that was a very 
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important statement. He repeated that that was a@ gon. 
portant statement, he thought, and said he was quite consgpmbassa 
the entire world would look on with intense intcrest to safame might 
the consistency of implementation of that statement. sno dis 
As he had indicated in his opening commments, he qumgtees te 
tinued, what we are concerned mainly with at the pr puibblin; 
moment is action in these various groups such as the Seowmmmeays alo 
Council and so on, where a tremendous improvemnt ind Since 
world situation can be secured, if the stalemates tha poy mvt 
can be broken down. Now, there is a practical proposggdgambassa 
he said, an opportunity for practical demonstration of regggqpn May | 
an accord which will permit a stabilization of the gy The 5 
situation. hat the 
Well, sir, do you suggest, then, that if Russia is serigy actly u 
interested in improving the world situation, Russia’s oy ould ad 
tunity is to act in these fields through various internajgrelease, ] 
agencies? Is that it? y release, 
He said that that was exactly what he was implying, Smith's st 
Does that mean that this Government will take no aggpoould be 
until Russia does something in these areas you mentionegf Mr- Se 
He said no, that he had not intended to imply that. e only 
Well, did Ambassador Smith have any reason to underggis there | 
that the exchange of notes would not be made public? jghussia? 
we receive any agreement or promise? The Se 
He said not so far as he knew; that there had been {pot broke 
discussion of that factor, that we had assumed that this \gpeaserted 
been confidentially discussed orally because that is the @ But ho 
remaining opportunity or field where critical matters cqyMpeleases it 
discussed without drawing in tremendous public reaction That w 
advance of any progress made toward reaching an agreengglte had al 
He said he felt that the U.S. must guard with great pnd acce} 

















the integrity of these actions in such matters, but that tg Sit do 
was a special hazard as to what might happen, and had igo atitud 
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pened in this particular case. 


Mr. Secretary, was this an exchange of notes or jut change 
exchange of views approached verbally? hought h 
He explained that it had been done orally, but with soil that tl 


firm preliminary understanding of what was to be said olggtess of th 


Should we call it a note or an aide-memoire? Are you 

The reporter was getting very technical, Secretary Man He decl 
said, and added that he was not enough of a diploneg™@ 

answer that, that neither General Smith nor he was a diplngy Mt. Sec 

Did the reporter mean that piece of paper, he asked? n the ass 

Did Mr. Smith leave a piece of paper with Mr, Mohg™@pecome cc 

be made i 


for the one he sent us? 

The Secretary said he thought that afterward he had set 

Was it marked “Confidential”? 

He said he had not seen it, that Mr. Molotov had dow 
same with Mr. Smith after the interview was over, in sen 
a copy of the substance of his remarks. 

Mr. Secretary, do you mean we would still be inter (A portic 
in carrying on the confidential discussions through diplongl When A 
channels since a settlement has not been reached in ifpeeches ir 
councils? he Soviet 

He said he thought we would always be endeavoring fMvhat kind? 
that whenever there was an opportunity to get a bent The Pre: 
result. eral Smith 

Mr. Secretary, the State Department seems to regal oon in his 
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disclosure as somewhat unfortunate, but has anybody Mr. Pres 
why they regard it as unfortunate? Balin if “i 

He had just tried to say, he replied, that this is the cg 
field for such diplomatic interchanges where we can pri ep : 
without having a general public response at a moment? Hav Y 
it would probably disturb the process of presenting view Nae i.” 
any possibility of agreement. “ipa 

That is where I don’t get it clear. I was trying to defi Hay ue - 
That is where I don’t understand it—how this disclosue “aye 
hurt the cause of peace in any way. mm been ez 

The Secretary replied that it might not have, that ty, the F 
have helped it. He was not disputing that part at all, he’ Db vou f 


What he was saying was that in conversations betwes mewhat fi 
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@ very jssador and a foreign minister, the normal procedure— 
a ht say the rule or understanding—had been that there 
7 tf EP Fecloeuse unless one first notifies the other party and he 
_ i to make a disclosure. However, he said, he was not 
= he ” ibbling over that and we will proceed with the tenor of our 
rig wa along the lines we have in the past. 
mnt in since the U. S. communication on May 4 did not involve 
} ‘ny invitation to voice directly a reply, can you tell us why 
he nbassador Smith did not make this clear when he replied 
; — in May 9 to Mr. Molotov’s acceptance? 
BA, The Secretary said that he had not talked to General Smith, 
ee hat the General was fishing in Normandy. He said he knew 
is serioggeractly what General Smith had said at the time, but that he 
sia’s op ould add this: that General Smith had not read Mr. M olotov’s 
iternatigggrelease, he had had no indication that there was going to be 
¥, release, he had had no notice that only a portion of General 
ing, ®mith’s statement would be released while all of Mr. Molotov’s 
© no aagpeould be released. . 
sntionegft Mr. Secretary, if the field ot verbal exchange of views is 
at. e only field left and if even it is no longer safe, what else 
undersggis there left to do in order to maintain our relations with 


FO cin? 
yublic? [russiat 

The Secretary said that we were going ahead, that we had 
wot broken off any negotiations, that we had asserted and 


. Pm easserted the desire to continue with them. ; 

is the gy But how can we, if that field is no longer sate, it one party 
ters cqngeeleases information that is already confidential? ss . 
reaction That would depend, he said, on what one meant by “safe. 
agreenaplle had already said, he pointed out, that we would go ahead, 
great mend accept that hazard. a 

that ti Sit, do you feel that the Russian reply indicates any change 


d had qn attitude on the part of the Soviet Government? 

In the statement of the fundamentals, he replied, it reveals 
» change of view. He said he had read one portion which he 
hought had a particular significance for the future, and he also 












or just 


with aomgelt that the Soviet reply and the release indicated the willing- 
said ogress of the Soviet Government to proceed with negotiations. 


Are you encouraged, then, Mr. Secretary, by this? 


ry Many He declined to make any comment on that at the present 





liplomageme. a) : 
a diplng Mr. Secretary, the statement of Mr. Smith was predicated 
d? m the assumption that the Soviet Government might either 


become confused or misinterpret some of the statements to 
be made in the campaign. Is that correct? 


ir, Meld 


had sent 


As he had indicated in his opening statement, the Secretary 
replied, probably the primary purpose of General Smith’s note 
had been to make clear, unmistakably clear, to the Soviet 
Government the terms of the American foreign policy and its 
intentions and its views with regard to the Soviet Government, 
because there had been so much said in the various debates 
and in the speeches and the papers that they had thought it 
necessary to avoid any possibility of misunderstanding which 
might lead to tragic consequences. Therefore, they had wanted 
to make this entirely clear, that this was the policy of the 
U. S. Government, whatever might be said here or there. That 
had been the primary purpose of the statement. : 

Also, he might mention the Soviet propaganda, he con- 
tinued. Sometimes, he observed, you believe your own propa- 
ganda if you hear it often enough. That had been going full 
force so that there had been a general confusion of statements 
which might have resulted in a very unfortunate reaction. It 
had been to guard against that that they had undertaken to 
make it as clear as possible just exactly what was the position 
of the U. 8. Government as to its policy, what was its attitude 
toward the Soviet Union, what was its firm purpose and what 
was its willingness in relation to its efforts to reach an accord. 

Mr. Secretary, have there been any other overtures, how- 
ever informal, on the part of the Soviet Government in the 
last few months looking toward a U. S.-Soviet conference? 

He said that he didn’t recall any overtures at any time for 
a U.S.-Soviet conference that would be on a purely bilateral 
basis. 

As he had come into the room there, he said, he had been 
given a release, a teletype from Paris that General Smith had 
left Paris on a fishing trip, he had said, to be spent with three 
personal friends in the Normandy area. He was going fishing 
with personal friends, he had said, not officials. He had said 
this in order to squelch rumors that his trip was taken to talk 
to high officials concerning Soviet-American relations. 

Mr. Secretary, in your statement you said we would want 
to have some assurances before entering into negotiations with 
Russia that they would keep any agreement reached there? 

He had not said that, he replied. He explained that he had 
said that we wanted assurances that we would get practical 
results. There is a vast difference, he pointed out, between 
general negotiations and ones specifically for a particular 

purpose. He reminded the reporters that it had taken 10 days 
in London even to agree on an agenda. 











‘| INAY 13: PRESIDENT TRUMAN TO THE PRESS— 
{A partial transcript of President Truman’‘s press conference follows.) 
When Ambassador Smith in Moscow referred to political 
ppeeches in this country that might lead to misconceptions in 
he Soviet mind, whose speeches did he have in mind and 
what kind? 

The President replied that the reporter couldn’t ask Gen- 
bral Smith and that he [the President] didn’t know what had 
been in his mind. 

Mr. President, would you still be willing to meet with 
ptalin if he came here? 
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an pric How many times, the President asked in reply, would he 
ment wee #0 say yes to that? 


10 view Have you had any communication from the Kremlin 

°  BBbout it? 

‘0 defi No, he said, he had not, and he didn’t expect any. 

oe Have you changed your mind about the prospects for 
peace, in view of your statement not long ago that your faith 

, od been somewhat shaken? 

at it No. th ; ; ; or 

rE” edad President said, his position had not changed. 
Do you feel that this exchange has perhaps cleared the air 
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ewe omewhat for peace? 
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The Secretary of State, he said, had covered all that very 
adequately yesterday at his conference with the press, and 
he had nothing further to say on it. 

Do you support what he had to say? 

Of course, he supported what he had to say, he said. 

Sir, just to make sure that I understand your personal feel- 
ing, your personal hopes for peace have not increased? 

The President said they had not, because the fundamentals 
had not been touched upon. 

Did you discuss the note that Ambassador Smith gave to 
Molotov with your Cabinet? 

The President said the note had been discussed with Secre- 
tary Marshall and the Cabinet. 

Did that include the last paragraph? 

It included the message, he said, from the first word to the 
“Yours truly.” 

But the Ambassador was authorized to paraphrase it, was 
he not? 

Yes, the President replied; that was just what he did. 

Did he follow it in general, Sir? 

The President said yes, that was just what he had done. 
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Speaker Martin's New Strength... Vandenberg Role 
In Note to Soviet...Prospect of Wallace Withdrawal® 


Russia’s V.M. Molotov jumped so 
fast at the chance offered by U.S. to 
reopen the diplomatic lines of com- 
munication that this country’s diplo- 
mats were startled and somewhat 
chagrined. The Russians actually 
have been trying for four months to 
get back on speaking terms with the 
United States. 


xk 


Senator Arthur Vandenberg and John 
Foster Dulles took part in the Blair 
House conference with George Mar- 
shall, Secretary of State, at which the 
U.S. note was drafted containing an 
offer to talk things over with Russia. 
U.S. in this note expressed a “readi- 
ness and eagerness” to make a con- 
tribution toward stability in world 
relations. 


xk 


U.S. Ambassador Bedell Smith, in 
his talks with Mr. Molotov, missed 
the point completely when Mr. Molo- 
tov suggested Big Two discussions to 
settle the “cold war.” Mr. Smith’s 
confidential report to the State De- 
partment makes no mention of the 
Molotov idea that the U.S. and Rus- 
sia get together. What the United 
States really expected was that Mr. 
Molotov would want another meeting 
of the Big Four, including France and 
Great Britain. 


ce ok 


There is growing criticism inside top 
levels of Government itself over the 
fact that men thoroughly experienced 
in diplomacy are having little to do 
with shaping or executing U.S. for- 
eign policy. Crude methods used to 
try to reopen channels of communica- 
tion with Russia are described by 
diplomats as very unprofessional. 


x Rae 


President Truman got stage fright at 
the idea of a possible conference with 
Joseph Stalin in an election year, 
after the U.S. offer had been ac- 
cepted, accounting for his virtual dis- 
avowal of the offer contained in the 
statement drafted by Secretary Mar- 
shall and leading Republicans. 
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George Kennan, the State Depart- 
ment’s top adviser on foreign policy, 
no longer is fully convinced that U.S. 
will gain most by trying to isolate and 
bottle up Russia, while waiting for 
her to blow up internally. He went 
along with the idea that the United 
States should offer to talk again with 
the Russians. 


x *k * 


The President discovered that tech- 
nical denials of Russian moves to re- 
open conversations with U.S. could 
not squelch the political effect grow- 
ing out of the fact of those moves. 
Pressure from church groups and 
business groups caused the President 
to make a gesture of willingness to 
talk, after earlier coolness to the idea 
of talking with Russian leaders. 


xk *® 


Political leaders in both parties are 
becoming disturbed by the prospect 
that in the 1948 campaign they may 
not be able to compete with one an- 
other in promises to get “tougher” 
with Russia than their opponents. 
The fear of politicians is that the vot- 
ing public won’t whip up so readily 
to a high pitch of alarm if the Rus- 
sians are suggesting that a basis be 
sought for talking over differences. 


xk * 


James Forrestal, Secretary of Defense, 
is showing the wear and tear of his 
job for the first time, whether in peace 
or war. Mr. Forrestal is having the 
greatest difficulty trying to keep 
Air Force officials in line. He also 
is getting the brunt of criticism, 
whether justified or not, for shifts 
in United States policy with regard 
to Palestine. 


xk * 


Sir Stafford Cripps, Britain’s Chan- 
cellor of the Exchequer, is advising 
the United States that Great Britain 
in April came nearer to balancing her 
dollar income and outgo than in any 
other month since war ended. Sir 
Stafford is beginning to feel that he 
can see the way out, short of bank- 
ruptcy for Britain. 











Top-ranking State Department 
cials are becoming highly criti 
officers at or near the top of 
armed services who keep making 
sational speeches about the Pros 
of early war with Russia. 


















































xk 


George Marshall, Secretary of gi 
is being told by Republican fp 
in the Senate that he should go 
in asking for funds this year toi 
ment any new Lend-Lease prog 
of arms for Europe. Secretary 
shall may have to be content 
year with a broad statement of j 
ciple, expressing U.S. willingne 
back up an alliance of nation 
Western Europe. 


xk 


Dwight Eisenhower, former 
Chief, could have been induced aff 
time to take the Republican preg 
tial nomination. General Eisenh 
however, is very cool to the g 
tion now being made that he 
to a draft as Democratic nomi 
He considers himself a Republiq 


» 


x kk 


Joseph Martin, House Speaker, 
pects to have the 73 votes of Pent 
vania on his side after the first. 
or two at the Republican Conve 
in June. Speaker Martin is starti 
gain strength as second choice of 
important State delegations. 


x * * 


Senator Harry Byrd, of Virginia) 
not Senator Walter George, of @ 
gia, will be the recipient of si 
from Southern delegations iff 
Democratic Convention if the’ 
does go through with its threat @ 
from President Truman. M4 
man, however, has the votes ne 
for renomination even if them 
does revolt. 


x & * 


Henry Wallace is having a hard 
keeping up interest in his thitd? 
movement. The prospect is §@ 
that Mr. Wallace will withdraw? 
the race before election time. 
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